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Sound protection at a saving 
is the purpose of Mill Mutual 


Fire Insurance. 


Millers Mutual Fire Insurance Co...............02eee00. Harrisburg, Pa. 
Millers Mutual Fire Insurance Co...............2-2000 Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co............... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association. .................0005 Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co.............. Indianapolis, Ind. 
Western Millers Mutual Fire Insurance Co............... Kansas City, Mo. 
National Retailers Mutual Imsurance Co...................-. Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co................ Lansing, Mich. 
Mill Owners Mutual Fire Imsurance Co................... Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, Il. 


A service organization maintained by the Mill Mutuals. 
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THIS MONTH 
® 


LD themes are recurring in the 




























talk of the insurance world. The 
trend is especially evident this month, 
led by the suggestion of Superintend- 
ent Pink that the Compulsory Auto- 
mobile Insurance plan, with new ideas 
attached, should be considered as a 
live issue, and we hear, the matter 
now has been presented to the New 
York Legislature ® The T.N.E.C. in- 
vestigation after a period of com- 
parative quiet is again somewhat in 
the public eye * The Missouri Com- 
promise affair which a number of peo- 
ple hoped was safely buried, bobbs 
up now in a brief filed by Superintend- 
ent Lucas, asking return to policyhold- 
ers, of the impounded premiums in 
question ® Professor Hoffman's article 
on the Outlook For Investments is 
printed as announced last month and 
should challenge the attention of those 
who currently are in funds * We are 
indebted to the Journal of the Amer- 
ican Medical Association for a tech- 
nical but enlightening article on Indus- 
trial Medicine ® News items reflect 
interesting events large and small. 


NEXT MONTH 


HE travel season opening up will 

bring automobile subjects to the 
fore and a story seems about to break 
in the Inland Marine field. Also along 
with comment on current events we 
probably shall not be able to resist 
saying something about Spring! 













































































R. F. APODACA 


Superintendent of Insurance 4 | 
State of New Mexico 


Dsapeasrie APODACA brings an earnest and analytical mind to % 


the administration of insurance in New Mexico. A former county com- e | 
missioner, he has had important experience in dealing with managerial a | 
problems and is well liked in business circles. His National Association com- p 


mittee appointments are: fire marine sub-committee to define and interpret bE | 
underwriting powers, interstate liquidation and reorganization, and_ insur 


ance publications. 
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T IS with a sense of refreshment that a new note is 
| observed in some of the innumerable meetings of 
stock insurance agents, brokers, and regional rallies 
of stock companies and organizations. Before this, for a 
long period, it has been a matter of wonderment that the 
stock agents in particular had such an infinite capacity for 
preserving and promoting delusions—living in a sort of 
make-believe world of salesmanship which has little or no 
relation to reality. 


But lately, inspired no doubt by the plain speaking of 
some of their customers in the higher circles of the insur- 
ance buyers field, there has come a change in the tone of 
addresses by key speakers in the stock agents’ organiza- 
tions. Of recent talks by those in the agents’ fraternity 
one of the most interesting addresses was by Wade Fet- 
zer, Jr., in which he took a frank look at the handwriting 
on the wall as follows: 

“Whether we like it or not, there are changes coming in this 
business to be brought about not by any individual likes or dis- 


likes but by the merciless but inevitable operation of economic 
law.*** 


“The agent has lost his former position of being a necessary 
source of production. Insurance can virtually be obtained today 
through the mail or without the functioning of an agent, and the 
carrying capacity of companies is such that an agent is of minor 
importance from that standpoint. Therefore, if an agent is to 
survive, he must fill some other functions other than those which 
formerly made up most of his value. What avenues are open?” 

He outlined a program to be sponsored by the National 
Association of Insurance Agents for a traveling ambassa- 
dor of education, development of short courses, coopera- 
tion with the Insurance Institute and the expansion of the 
American College of Property and Casualty Insurance. 
Added to this he pointed out the need for a reduction in 
the number of companies; placing sales executives on an 
equal plane with heads of underwriting and investment 
departments ; increased use of research as to the public’s 
likes and dislikes in coverages and methods; broadening 
of policy forms and pioneering in the sale of new lines of 
insurance. 

Then there is C. A. Abrahamson, past president of the 
National Association of Casualty and Surety Agents, 
who in addressing a large group of stock agents in Ne- 
braska had the courage to call a halt to the rampant cam- 
paign which has had for its purpose the smearing of all 
kinds of cooperative effort as communism. He warned: 

“Tt is not enough to say that cooperatives and their motives are 
wrong. Maybe they are right. We must of necessity prove defi- 
nitely and conclusively that we are essential to the orderly flow 
of conduct of the entire structure.” 

Mr. Abrahamson here still labors under the misappre- 
hension that mutual insurance is something new which 
has grown up as a part of a modern cooperative move- 
ment—not realizing that the mutual plan is close to two 
centuries old, and that stock insurance is more truly a 
part of mutuality in insurance than the mutuals are a 
part of any 1940 model of cooperative enterprise. How- 
ever, he recognizes that nothing is to be gained by calling 
names, and wisely counsels turning the critical gaze of the 
stock agents inward upon their own needs for reform 
rather than seeking to blame some one else. Those who 
sell mutual insurance, of course, have their own problems 
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and faults, but they spend no time challenging competi- 
tive windmills. They are too busy attending to the details 
of writing insurance business which an enlightened public 
is more and more placing in their hands. 


E have had occasion before to quote from addresses 

by Sidney O. Smith, President of the National As- 
sociation of Insurance Agents. He has in the best inter- 
ests of those he represents abandoned for the most part 
the traditional stock agent’s position that the mutuals are 
the authors of all insurance woes. He indicates that the 
one who knows the most about insurance service, and 
how to give it in increasing measure to the policyholders, 
will win out. To this end he advocates education. And in 
that we can thoroughly agree, for the public and not the 
companies or agents has the biggest stake in the insurance 
business and policyholders are entitled to all the informa- 
tion that a trained insurance man can give him. Mr. 
Smith declares: 


“Agents and companies are well justified in the present feeling 
that we are too much confronted with needless problems and use- 
less differences and that our attempts to wipe out our own short- 
comings by setting up rules, regulations, statutes and other de- 
vices do not treat with causes, whereas for my part I believe that 
education is the answer and here I take my stand. It is my 
magnificent obsession. * * * 


“Omitting from our consideration such preliminary schoolings 
as may be necessary in the various states to secure a license, the 
short course school seems to represent the primary grade that 
should be encouraged and developed by the insurance industry. 
Certainly a central medium for securing experience and for mak- 
ing that experience available for all interested localities would 
be a helpful step, and one that would eliminate the inefficiency 
and waste of an isolated experiment. 

“At the upper level of the program, as now contemplated, 
should be a body corresponding to the American College of Life 
Underwriters and existing for the same purpose—that of bring- 
ing full, university grade educational standards into the business 
and providing a means of recognizing and identifying high level 
scholastic attainment. Many problems must be ironed out before 
such a program would actually get under way, but these prob- 
lems can best be settled after a nucleus of interested parties has 
been formed. To prevent the organization of ‘diploma mills’ 
which could wreck the proposed program, it is strongly recom- 
mended that a body be incorporated and certain degrees or 
designations registered in the 48 states and Canada. 

“With this done, let us get together a small group representing 
the several insurance interests. Let a small working committee 
then settle the questions of eligibility, curriculum, finance and 
administration. This would settle any possible controversial is- 
sues, still providing for a degree of control of the ultimate plan 
by the agency interests, and at the same time enable some action 
to be started. - 

“It is our hope that preliminary steps above outlined may be 
completed and acted upon by the National Association at its next 
convention in April.” 

Referring to the last paragraph, we hope so too. The 
mutuals are fully abreast of this procession. They have 
their company schools and similar wide-ranging plans for 
amplifying local insurance education on a regional and 
national scale. They have taught solicitation on the basis 
of quality and service ; and restraint in reference to com- 
petition. 

Since the stock agents have taken notice of the need of 
reform there may come from all this effort the welcome 
day when the business will be rid of the time-consuming 
and expensive tactics that now so often annoy the policy- 
holder. 

(Continued on next page) 
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We do not predict that this Utopia 
will come soon. Too much human 
nature must be changed before the 
ideal is reached. There will probably 
persist for a long time the type of 
stock agent who looks upon the pub- 
lic as his quarry to be divided be- 
tween himself and his companies; 
who has considered the selling forces 
of the non-stock carriers as his nat- 
ural enemies and has gone to great 
but futile lengths trying to ambush 
them. And in this he has sometimes 
been encouraged by his companies. 

Yet the fact of stock insurance 
spokesmen rising in their conventions 
to point out a different way is an en- 
couraging sign. 


Report on Safety Record of 
New York World’s Fair 


THE GREATER NEW YORK SAFETY 
COUNCIL REPORTS THAT NOT ONE 
fatal accident occurred at the New 
York World’s Fair during 1939, when 
attendance totalled 32,846,761. On 
the basis of a report by Harold Hyer, 
independent adjuster, who is insur- 
ance director of the Fair and a mem- 
ber of its safety council, first aid 
treatments numbered 2,410. 

Of the total number of first aid 
cases, 1,179 or 62 per cent, were 
caused by falls while persons were on 
level surfaces and 239 were caused 
by slips that did not result in falls. 
1,198 of the cases reported were the 
result of unsafe practices on the part 
of the individuals over which the Fair 
had no control. 

Of the total accidents, 1,189 oc- 
curred in streets and roads, 462 in 
buildings and concessions, and 59 
elsewhere on the fair grounds. 


Holds Lawyers May Not 
Advertise as Adjusters 


ATTORNEY-GENERAL EARL WARREN 
OF CALIFORNIA, IN AN OPINION DI- 
rected to the Detective License Bu- 
reau of the State Board of Prison 
Directors holds that lawyers who ad- 
vertise themselves as insurance ad- 
justers and investigators in publica- 
tions other than the approved law 
directories are violating provisions of 
their licenses as members of the State 
Bar. 

The opinion stated in part: “His 
license as a member of the State Bar 
not only does not authorize, but, in 
fact, prohibits such advertising, and 
he may not therefore claim his bar li- 
cense as authority for this action.” 
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Items Concerning What Is Going 
On In The Insurance World 


Miscellany 


DURING THE PROCESS OF PRODUC- 
TION THE AVERAGE CAR IS SUBJECT TO 
at least 2,000 approvals before the 
final “O.K.” — Metropolitan Life 
Company statistics reveal that 1,600 
women die each year as the result of 
burns suffered in course of ordinary 
home activities —— America granted 
238,000 divorces in 1938, or one di- 
vorce for every 5.7 marriages—At 
present 42,500 schools in all parts of 
the country are served by motor bus 
—At the last regular session of Con- 
gress 17,906 measures were intro- 
duced ; 720 reached the statute books 
—The Astronomical Society of the 
Pacific estimates that the earth is a 
“negligible dust speck’ in a super- 
solar system that contains more than 
seventy billion stars—Nine out of ten 
families in the United States own 
radios—Salesmen constitute the big- 
gest single group of customers for 
new automobiles, purchasing nearly 
14% of cars sold last year—Washing- 
ton, D. C. has one cab per 158 popu- 
lation; New York one for every 600, 
and Chicago one for every 1,300. 





First Nonprofit Medical 
Corporations Licensed 


LICENSES TO DO BUSINESS HAVE 
JUST BEEN ISSUED TO TWO NON- 
profit medical indemnity corporations 
having their headquarters in Utica 
and Buffalo, it has been announced 
by Louis H. Pink, New York Super- 
intendent of Insurance. The Utica 
plan, known as Medical and Sur- 
gical Care, Inc., is sponsored by phy- 
sicians, surgeons and osteopaths of 
Oneida County and will serve twelve 
counties in central and northern New 
York. Dr. F. M. Miller of Utica is 
president, H. C. Stephenson, manag- 
ing director and Arthur N. Gleason, 
counsel. The western New York 
Medical Plan, Inc., will have its 
headquarters in the Huyler Building, 
374 Delaware Avenue, Buffalo, and 
will operate in the eight counties of 
Eighth Judicial District. Dr. Harvey 
T. Hoffman and Dr. George R. 
Critchlow, both prominent in the 


medical and surgical fields, are presi- 
dent and medical director, respec- 
tively, and Morey C. Bartholomew 
is serving as counsel. The Boards of 
Trustees of both corporations in- 
clude prominent business men and 
outstanding members of the medical 
profession. 

Superintendent Pink expressed the 
hope that through these nonprofit 
corporations there will be offered to 
the public a greater opportunity to 
meet the expense of their medical 
care through voluntary action. This 
effort to provide medical care for the 
lower income group through coop- 
eration will depend largely for its 
success upon the willingness of the 
doctors to participate and assume a 
major share of the responsibility. 
The Superintendent expressed satis- 
faction, however, over the coopera- 
tion that is being given by the phy- 
sicians and the interest which has 
been shown throughout the medical 
field. He also pointed out as an 
encouraging sign the fact that in sub- 
mitting its application for a license 
the western New York plan pro- 
duced signed applications from sev- 
eral prominent Buffalo and western 
New York firms. 


George H. Newbauer Dies 


INSURANCE COMMISSIONER GEORGE 
H. NEWBAUER OF INDIANA DIED SUD- 
denly on February 23 in Methodist 
Hospital, Indianapolis, where he was 
taken after having collapsed at the 
steering wheel of his automobile in the 
parking lot at the rear of the State 
House. He was 63 years old. The 
Commissioner was stricken as he was 
leaving for home after having spent 
the entire day at the office. 

Mr. Newbauer, a former Hartford 
City, Indiana, insurance man and 
banker, active in Democratic politics 
for many years, was appointed Insur- 
ance Commissioner by Governor 
Townsend on February 1, 1937, suc- 
ceeding H. E. McClain. A native of 
Hartford City, Mr. Newbauer had en- 
gaged in the farm implement business 
and served as a director and head of 
the Insurance Department of the Citi- 
zens State Bank of that city prior to 
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his election to the office of Blackford 
County Treasurer for two terms. 
Surviving Mr. Newbauer are his 
widow and a married daughter. 
eee 


Symposium on Federal Trade 
ommission 

A SYMPOSIUM PRESENTING AN AP- 
PRAISAL OF 25 YEARS OF THE FEDERAL 
Trade Commission and its work has 
been published by the George Wash- 
ington Law Review of George Wash- 
ington University. 

The volume, which was published 
in commemoration of the Silver Anni- 
versary of the Federal Trade Com- 
mission, contains material of special 
interest to trade association groups. 
For example, the latest developments 
in trade practice conference rules, and 
all of the orders in price conspiracy 
cases since 1935 are presented. Trade 
associations will also find the review 
of Robinson-Patman Act proceedings 
and orders under Section 3 of the 
Clayton Act indispensable as a basis 
for giving advice to association mem- 
bers on current developments. 

Copies of the symposium may be 
procured from the George Washing- 
ton Law Review, Washington, D. C. 
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Warns Against Solicitation 
by Nonresidents 


SUPERINTENDENT OF INSURANCE, 
JOHN A. LLOYD OF OHIO IN A RECENT 
communication addressed to all for- 
eign and alien fire insurance com- 
panies doing business in the state 
calls attention to a number of seri- 
ous irregularities in the handling of 
business produced by agents or brok- 
ers who are nonresidents of Ohio. 
Superintendent Lloyd points out that 
he understands the practices listed, 
which are violations or evasions of 
the Ohio statutes, have ceased but 
warns that the Department will con- 
sider future infractions as not alone 
serious offenses, but as raising the 
question of the right of the offender 
to a license. 

Superintendent Lloyd's bulletin fol- 
lows in full: 

The recent investigation made by this 
Division which was started by my pre- 
decessor disclosed a number of serious 
irregularities in handling this class of busi- 
ness. This investigation established the fol- 
lowing facts: 

1. That some Special Representatives 
also licensed as Resident Agents were sign- 
ing blank policy forms which were sent to 
the home offices of their companies to be 
used in connection with brokerage business. 

2. That some Special Representatives also 
licensed as Resident Agents had given 
blanket authority to one or more individuals 
in the home offices of their companies to 
countersign policies in the name of the Ohio 
Special Representative. 

3. That some Special Representatives also 
licensed as Resident Agents kept no record 
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of policies countersigned by them and in 
some instances have not been able to fur- 
nish this department with any information 
regarding brokerage business and partic- 
ularly is this true where this class of busi- 
ness had been handled as outlined in para- 
graphs 1 & 2. 

4. That in a number of instances policies 
were signed at the home office of the com- 
pany with a rubber stamp bearing the Spe- 
cial Representative’s signature, as a Resi- 
dent Agent. 

5. It was found that a considerable vol- 
ume of business had been executed by Spe- 
cial Representatives who were also licensed 
as Resident Agents in Ohio for the account 
of non-resident brokers or agents who were 
not licensed by Ohio when these contracts 
were executed. 

All of the above practices are in the 
opinion of this department violations or 
evasions of the Ohio statutes. We under- 
stand that these practices have ceased, but 
this department will consider future in- 
fractions as not alone serious offenses but 
as raising the question of the right of the 
offender to a license. 

At this time, we wish to draw the atten- 
tion of all fire insurance companies, and 
their brokerage departments, if any, to the 
ruling of this office dated January 9th, 1936, 
prescribing how insurance on Ohio property 
shall be placed, copy of which was sent to 
you, 

We also wish to draw the attention of all 
concerned to Ohio General Code, Section 
644-2, which provides for the issuance of 
brokers’ licenses to non-residents of Ohio 
and prescribes how the insurance may be 
placed, namely, a Foreign Broker’s license 
permits the licensee “to place insurance 
other than life insurance in this state with 
any qualified domestic insurance company 
in this state or with the licensed agent in 
this state of any Foreign Insurance Com- 
pany duly admitted to do business in this 
state and not otherwise”. 

Enclosed you will find copy of a bulletin 
directed to Ohio insurance agents, other 
than life, to which your attention is directed 
also. 

Will you please acknowledge receipt of 
this communication and the enclosure. Your 
compliance and cooperation is requested. 
TO INSURANCE AGENTS (OTHER 
THAN LIFE) :— 

Re: Method of Handling Orders (Bro- 
kerage Business) for Insurance from Non- 
Residents of Ohio. 

In order that resident agents in Ohio may 
know the proper methods by which they 
may effect brokerage orders for insurance 
originating with non-resident agents or 
brokers covering Ohio property, and in con- 
nection with Ohio property, the following 
ruling is issued: 

Resident agents of Ohio may effect bro- 
kerage orders originating with non-resident 
agents or brokers covering Ohio property, 
and in connection with Ohio property, only 
for such non-resident agents or brokers as 
are duly licensed as foreign brokers by the 
Division of Insurance, State of Ohio, under 
Section 644-2. The law forbids a resident 
agent to accept business, either directly or 
indirectly, from a non-resident agent or 
broker who is not licensed by this Division. 
The resident agent may, of course, accept 
an order directly from a_ non-resident 
assured, 

The countersigning Ohio resident agent 
shall not mail or deliver the policy to other 
than the licensed non-resident broker, or 
directly to the assured. 

We consider it to be the duty of the 
resident agent to determine whether or not 
a non-resident agent or broker who seeks 
to place business with him is licensed; and 
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to comply with the law strictly in not ac- 
cepting business, directly or indirectly, from 
unlicensed non-resident brokers. 
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E. A. Conway Dies 


E. A. CONWAY, AGE 57, SECRETARY 
OF STATE AND EX-OFFICIO INSURANCE 
Commissioner of Louisiana, died of 
a heart attack in Baton Rouge, Louisi- 
ana on February 19. In addition to 
being ex-officio insurance Commis- 
sioner, the Secretary of State also 
served as a member of the Louisiana 
Casualty and Surety Rating Commis- 
sion. 

Mr. Conway was finishing his sec- 
ond term in the office and only re- 
cently had been nominated in the 
State Democratic Primaries as candi- 
date for re-election for a third term of 
four years. 

E. A. Conway, Jr., was appointed 
by Governor Earl K. Long to fill out 
his father’s unexpired term which 
ends in May. 
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Fixed Depreciation Rate 
For Fur Coats Urged 


THE FUR COAT PROBLEM, AS FAR AS 
THE WOMAN WHO WEARS IT IS CON- 
cerned, is regarded as_ centering 
largely about whether the old one will 
last out another season. Problem of 
the companies insuring individual fur 
coats under inland marine policies 
has been to determine how much, in 
dollars and cents, each year’s wear 
depreciates the garment’s worth. In 
the past extent of depreciation has 
depended largely upon the judgment 
of the underwriter, or a furrier’s ap- 
praisal has been necessary. 

To simplify determination of values 
in the future the underwriters’ com- 
mittee of the Mutual Marine Con- 
ference! at its March meeting, adopt- 
ed a schedule of standard rates of 
depreciation on thirty-six principal 
types of fur coats, and had recom- 
mended its adoption by the Confer- 
ence’s membership. The schedule 
was drawn with the cooperation of 
leading fur experts throughout the 
United States, and represents the 
first step along this line by the major 
companies writing fur risks. 

Recognized as the longest-wearing 
of the common furs were otter and 
beaver, with mink, fisher, and skunk 
close contenders. Near the bottom of 
the list were mole, chipmunk, and 
kidskin. The durability of chinchilla 
was also lightly regarded by the ex- 
perts, but this opinion was qualified 
upon the theory that the owner of a 
chinchilla coat might not be inclined 
to subject it to the very roughest 
service — such as wearing it to work 
every day — and that thus any esti- 
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mate of its probable depreciation un- 
der practical conditions would be 
merely a guess. The same theory 
went for sable, although sable was 
judged rugged enough to stand up 
under such usage if the coat’s owner 
thought it desirable. 

The annual depreciation of a fur 
coat, according to the new Mutual 
Marine Conference schedule, will be 
10 per cent — if it is badger, beaver, 
fisher, fitch, fur seal, kolinsky, krim- 
mer, marten, mink, muskrat otter, 
Persian lamb, raccoon, skunk, wol- 
verine, or wombat. 

The annual depreciation will be 
15 per cent—if it is caracul, ermine, 
fox, hair seal, kangaroo, leopard, 
lynx, marmot, monkey, nutria, opos- 
sum, puma, or sable. 

The annual depreciation will be 
20 per cent — if it is chinchilla, chip- 
munk, goat, kidskin, mole, rabbit, or 
squirrel. 

The rate is based upon first-class 
pelts and average good care. Those 
who believe there are special reasons 
why the standard rate of depreciation 
should not apply in an individual 
case may submit furs to individual 
appraisal. It is expected that furs 
not listed — and the omissions range 
from African vole and bassarisk all 
the way down to suslik and yapok 
— either will be subject to individual 
appraisal, or will be placed in the 
bracket with the common furs to 
which they are most similar. 

Inland marine underwriters—after 
having checked their lists of known 
furs against the dozens of haughty 
aliases assumed for commercial pur- 
poses by the rabbit, the muskrat, and 
the common cat — expressed them- 
selves as confident that there will be 
little difficulty in fitting most coats 
into the three-bracket depreciation 
schedule. 





Viehmann Named Indiana 
Commissioner 


GOVERNOR M. CLIFFORD TOWNSEND 
OF INDIANA HAS ANNOUNCED THE 
appointment of Frank J. Viehmann, 
president of the F. J. Viehmann Com- 
pany of Indianapolis, to the office of 
state insurance commissioner succeed- 
ing the late G. H. Newbauer. 

3orn in Indianapolis, the new com- 
missioner entered the insurance busi- 
ness as an office boy in the German 
Mutual Fire Insurance Company. 
Positions then followed in the insur- 
ance department of the Fletcher Trust 
Company of Indianapolis and the 
Lorenz Schmidt & Sons Agency. 

After service in the World War Mr. 
Viehmann returned to his post at the 
Schmidt organization where he re- 
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mained. until he formed his own 
agency. A year after founding his 
own agency Mr. Viehmann bought 
the assets of the Schmidt concern, 
merging the two firms. 

The new appointee is well known 
in Indianapolis insurance and real es- 
tate circles, having served as chairman 
of the Indianapolis real estate ap- 
praisal committee for three years, as 
treasurer for one year, and as director 
for three years. 

ee @ ® 


Complete Survey of Insurance 


ducation 

INCREASED INTEREST IN THE STUDY 
OF INSURANCE BY UNDERGRADUATES 
in American universities is indicated 
in the survey of insurance instruction 
in institutions of higher learning 
which has been completed recently by 
the American College of Life Under- 
writers, and has been published as its 
Educational Research Bulletin No. 3. 
Dr. David McCahan, dean, and Anna 
M. Kelly, statistician, are the authors. 

The survey is divided into eight 
parts. 

1. Introduction. 

2. General or survey courses in 
insurance or risk and risk- 
bearing. 

3. Courses in life insurance and 
related fields. 

4. Courses in property insur- 
ance, casualty insurance, and 
related fields. 

5. Other insurance courses. 

6. General information pertain- 
ing to insurance instruction. 

7. Courses in business subjects 
closely related to insurance. 

8. Summary. 

The increasing importance of in- 
surance courses in American univer- 
sities is evidenced by the fact that in 
1938-1939 there were 584 courses, of 
which 157 were intended primarily 
for the general student, being offered 
in such institutions. And although in- 
formation upon 84 of the courses was 
lacking in the report, the aggregate 
enrollment in the other 500 was 18,- 
249. The distribution of students in 
the various types of courses was: 


Courses No. Pct. Students Pet. 
General or 

survey ....157....26.9....6,167....33.7 
Life and 

related ....194....33.2....5,469....30.0 
Prop., Cas., 

US cay oe 10... 4163... .G285....: 477 
Social insur- 

reer SF «si GH: BS 
Law (prof. 

schools) .. 67....11.5....1,892....10.4 
oS eee , 


TOTALS. .584...100.0.. .18,249. . .100.0 
The length of the period during 
which these courses have been offered 
furnish an interesting sidelight upon 
the history of insurance education. 
Prior to 1910 insurance courses were 


rare, and it was really not until the 
last decade that they came to be at all 
generally available. The following 
table qualifies as a statistical history 
of the interest of American colleges in 
insurance education : 

No. Courses Pet. 





1910 and earlier.......... ee 3.9 
WOREPINED  bivasccecsewseen see 2.2 
ER vissk ain Sas. cula wos re 8.2 
Dy 2 i ee ore ee 7.7 
TURE 648 ocdeecsswens , See 15.8 
Co i ere = MY 2c avers 13.9 
PME crew .ne cence usar <r 23.8 
UN Peererrrre rrr Tre : reer 24.5 

TE CH so hiadc Caan ater eee 100.0 


It is held that the most significant 
feature of the survey is the relatively 
rapid growth of life insurance courses, 
the supposition being that this is at- 
tributable to the Chartered Life Un- 
derwriter movement. 

New types of courses which are at 
present scheduled or being considered 
for adoption include fifteen in life or 
related fields, thirteen in property and 
casualty insurance, four in social in- 
surance, and a number of others 
which are sufficiently indefinite as to 
make their classification impossible. . 


Mutual Agents Select 
Washington 


THE BOARD OF DIRECTORS OF THE 
NATIONAL ASSOCIATION OF MUTUAL 
Insurance Agents have __ selected 
Washington, D. C., as the site of the 
1940 annual meeting of the organi- 
zation. It was indicated that the Con- 
vention would be held September 18- 
20, although this is not as yet definite. 
eee 


Otto Re-Elected President 
Michigan Mutual Liability 


WALTER E. OTTO WAS RE-ELECTED 
PRESIDENT OF THE MICHIGAN MU- 
tual Liability Company at the 28th 
annual meeting of its policyholders 
and directors held March 14, in the 
auditorium of the company’s home 
office in Detroit. All other present 
executive officers of the company were 
likewise re-elected. 

The following directors whose 
terms of office were expiring were 
again selected for three-year terms: 
F. S. Bigler, the S. B. Hill Estate; 
E. R. Ailes, secretary-treasurer, De- 
troit Steel Products Company ; Fred- 
erick L. Colby, Jr., secretary, Berry 
Brothers, Inc.; M. A. Cudlip, vice- 
president and treasurer, McLouth 
Steel Corporation; J. L. Dryden, 
president, Long Manufacturing Com- 
pany ; Frederick T. Ducharme, direc- 
tor, The Detroit Bank, all of Detroit ; 
W. H. Burnham of Adrian, and F. 
H. Meyer, president, Leitelt Iron 
Works, Grand Rapids. 
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Knapp ian 


A TESTIMONIAL TO PRESIDENT HAR- 
OLD A. KNAPP OF THE NORFOLK AND 
Dedham Mutual Fire Insurance Com- 
pany, Dedham, Massachusetts, was 
tendered by forty-three of his New 
England mutual fire insurance com- 
pany associates at the annual lunch- 
eon meeting of the Mutual Fire In- 
spection Bureau held in Boston re- 
cently. Prior to joining the Norfolk 
and Dedham early in February, Mr. 
Knapp was associated with the Mu- 
tual Fire Inspection Bureau for ten 
years as associate manager and later 
as manager. 

The luncheon meeting, which pre- 
ceded the annual meeting of the 
Bureau, was presided over by Charles 
E. Hogan, secretary, Middlesex Mu- 
tual Fire Insurance Company, Con- 
cord, Massachusetts. President C. P. 
Faunce of the Holyoke Mutual Fire 
Insurance Company of Salem, Massa- 
chusetts, associate manager of the 
Inspection Bureau, presented Mr. 
Knapp with a clock, suitably en- 
graved. 

At the annual meeting of the In- 
spection Bureau the following offi- 
cers were chosen: C. P. Faunce, as- 
sociate manager ; George W. Howell, 
manager; I. K. Besse, secretary; 
and W. A. Robbins, auditor. 


August F. Voigt Dies 


AUGUST F. VOIGT, FOR FIFTY YEARS 
A DIRECTOR AND FOR FOURTEEN YEARS 
president of the Cream City Mutual 
Fire Insurance Company of Milwau- 
kee, died on February 17. One of the 
early pioneers of the company, Mr. 
Voigt was a leading influence in the 
progress made by the institution since 
its founding in 1889. 


More Fires are Result of 


Cold Weather 


A RATHER SHARP INCREASE IN FIRE 
LOSSES THROUGHOUT THE COUNTRY 
was noticeable as a result of the re- 
cently extremely cold weather in most 
sections, according to Percy Bugbee, 
general manager of the National Fire 
Protection Association. Mr. Bugbee 
pointed out that relatively serious fires 
have occurred because of increased 
hazards of forced heating, particularly 
in schools, churches and other places 
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of public assembly ; also in residences 
in southern states where heating 
equipment is not adequate to stand 
the strain which has been placed 
upon it. 

The largest loss by fire attributable 
to any single cause states Mr. 
Bugbee is from defective and over- 
heated heating equipment, chimneys 
and flues. During 1938, the last year 
for which figures are available, the 
National Fire Protection Association 
estimates the fire loss from this cause 
amounted to over $25,000,000. 


Mutual Fire Insurance Assn. 


Names Baker Executive V. P. 


APPOINTMENT OF RAYMOND C. 
BAKER, FORMERLY OF CARL BYOIR & 
Associates, New York, as executive 
vice president of the 61-year old Mu- 
tual Fire Insurance Association, 89 
Broad St., Boston, has been announced 
by the association’s president Frank 
L. Brigham, vice president of the 
Merrimack Mutual Fire Insurance 
Co., of Andover. 


In announcing the appointment, 
Mr. Brigham said duties of the new 
executive vice president will be to co- 
ordinate the advertising policies of the 
23 member companies, promote closer 
relations between the companies and 
their 4,000 agents throughout New 
England, and create a better public 
understanding of mutual insurance. 

“Mr. Baker has had wide experi- 
ence in the advertising and public re- 
lations fields,’ Mr. Brigham said, 
“and we feel that he will be an im- 
portant factor in expanding these ac- 
tivities for the association. He takes 
over his new duties immediately.” 

While associated with the Byoir 
organization, Mr. Baker was in 
charge of the national institutional 
advertising and public relations pro- 
gram for the Great Atlantic & Pacific 
Tea Co., and two years ago organized 
the New England Days for New 
England Prosperity campaign con- 
ducted by the chains to increase em- 
ployment in industry. He also as- 
sisted in the drive three years ago to 
reorganize the Brown Pulp and Paper 
Co. of Berlin, N. H. Recently he has 
been associated with former Presi- 
dent Herbert Hoover in the drive to 
raise funds for Finland. He was for- 
merly a newspaper man on the New 
York staffs of the Associated Press 
and International News Service. 

“T am happy to welcome Mr. Baker 
to the staff of the Mutual Fire Insur- 
ance Association,” said the president, 
“as I feel that through his efforts our 
agents and the insurance-buying pub- 
lic will be given a wider knowledge 
of the value of mutual insurance and 
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the tradition behind our companies, 
whose average age is 97 years.” 

In addition to Mr. Brigham, other 
officers are: first vice president, 
Harvey MacArthur, secretary of the 
Quincy Mutual Fire Insurance Co. ; 
second vice president, Winthrop J. 
Cushing, treasurer of the Hingham 
Mutual Fire Insurance Co. ; secretary 
and treasurer, Charles F. Danforth, 
and directors Carl G. Gesen, secretary 
of the Manufacturers & Merchants 
Mutual Insurance Co., Concord, N. 
H.; Edmund L. Sanders, president 
of the Merchants & Farmers Mutual 
Fire Insurance Co., Worcester ; For- 
rest E. Wheeler, assistant secretary 
of the Worcester Mutual Fire Insur- 
ance Co., and W. Bruce Adams, sec- 
retary of the Fitchburg Mutual Fire 
Insurance Co. 


Allen Named Illinois 
Fire Marshal 


EDWARD P. ALLEN OF QUINCY, ILLI- 
NOIS HAS BEEN APPOINTED FIRE MAR- 
shal of the State of Illinois to succeed 
the late Sherman V. Coultas. The 
post has been vacant since December 
8, 1938 when an enraged farmer shot 
and killed Mr. Coultas while he was 
on a hunting trip. 

The new appointee is an attorney 
and served several years as states at- 
torney for Quincy County. For the 
past ten years he has served as secre- 
tary of the Illinois Hotel Association. 


Winter Wheat Policies 
Three Times 1939 Total 


NEARLY THREE TIMES AS MANY 
WINTER WHEAT PRODUCERS ARE USING 
Federal “all risk” crop insurance this 
year as used it in 1939. The Federal 
Crop Insurance Corporation has an- 
nounced that 310,000 winter wheat 
producers have taken out insurance 
on their 1940 crops, compared with 
107,000 in 1939. - 

Total contracts written last year by 
the corporation in its first year of op- 
eration—covering both winter and 
spring wheat—amounted to 166,000. 
This year it is estimated that nearly 
400,000 wheat farmers will use the 
“all risk” insurance as a means of in- 
suring their 1940 wheat crops. The 
closing date for taking out insurance 
on spring wheat was February 29th. 

The 310,000 farmers who have in- 
sured their winter wheat crop have 
assured themselves of a 1940 income 
from an estimated 87,520,000 bushels 
of wheat on an estimated 8,902,000 
acres. For this protection they have 
paid premiums amounting to 11,375,- 
000 bushels which are held by the Cor- 
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poration as a part of the ever-normal 
granary. 

Marked increases in 1940 partici- 
pation were reported from all winter 
wheat states. Practically all of the 
1940 winter wheat contracts guaran- 
tee 75% of an average yield. 


U. S. Forest Service Finds 
1939 Fire Control Costly 


DURING 1939 FOREST FIRES ON NA- 
TIONAL FOREST LANDS COST THE LIVES 
of sixteen fire fighters and burned 
over 357,286 acres out of 206,000,000 
acres under Forest Service protec- 
tion, according to the recent prelimi- 
nary report of the Forest Service of 
the United States Department of 
Agriculture. 


Forest officers fought 15,725 fires 
during the year, with losses held to 
about two-tenths of one per cent, or 
one acre for every 575 acres under 
the service’s control. Estimated finan- 
cial damage to commercial timber 
and improvements was $1,431,845, 
but it was asserted that it is impos- 
sible to estimate the much greater 
losses in watershed protection and 
potential timber production. 

The report stated that in five of 
the ten regions into which the United 
States is divided for the administra- 
tion and protection of national for- 
est lands it was weather factors — 
prolonged dry spells, more severe 
lightning storms than usual, low rain- 
fall, or comparatively light winter 
snow — which caused abnormally 
hazardous fire seasons. 


The high fire hazard in these sec- 
tions was reflected, according to the 
report, in the fact that approximately 
30 per cent more funds were re- 
quired to put down fires in the last 
half of 1939 than had been required 
for the last half of 1938. Final half- 
year expenditures for 1939 were 
$3,280,867, as against $2,304,226 for 
the last half of 1938. 


Small Nominated for 
N.F.P.A. Presidency 


THE NOMINATING COMMITTEE OF 
THE NATIONAL FIRE PROTECTION AS- 
sociation has recommended to the 
board of directors the election of 
Alvah Small of Chicago to the presi- 
dency of the organization during the 
association’s annual meeting to be held 
in Atlantic City beginning May &th. 


Other candidates advanced by the 
nominating committee are: David J. 
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Price, Washington, D. C., and Rich- 
ard E. Vernor, Chicago, Illinois, 
vice-presidents; Hovey T. Freeman, 
Providence, Rhode Island, secretary- 
treasurer; and Albert T. Bell, At- 
lantic City, N. J., Chairman of the 
Board of Directors. 


The following members have been 
nominated for election by the associa- 
tion to the Board of Directors: for 
three years, H. T. Cartlidge, New 
York; W. J. Scott, Toronto; W. E. 
Mallalieu, New York; H. L. Miner, 
Wilmington ; and C. C. Johnson, New 
York; for two years, Leon A. Wat- 
son, Newark, N. J. 

Serving on the nominating commit- 
tee were: Paul W. Terry, St. Louis, 
chairman; A. S. Dickinson, New 
York, and F. T. Moses, Providence. 


TNEC Hearings on Interstate 


Trade Barriers 

PUBLIC HEARINGS UPON THE SUB- 
JECT OF INTERSTATE TRADE BARRIERS, 
a problem which has engaged the at- 
tention of economists during the past 
few years, began in Washington be- 
fore the Temporary National Eco- 
nomic Committee on March 18, with 
the expectation that they would be 
concluded shortly. 

The hearings are being presented 
by the United States Department of 
Commerce under the direct super- 
vision of the Interdepartmental Com- 
mittee on Interstate Trade Barriers. 
They will be directed by Paul T. 
Truitt, chairman of the Interdepart- 
mental Committee and assistant to 
United States Secretary of Commerce 
Harry L. Hopkins. He will be as- 
sisted by Haskell Donoho, assistant to 
the solicitor of the Department of 
Agriculture, who will act as counsel 
and conduct the examination of wit- 
nesses, 


Among the witnesses scheduled to 
testify are: Frank Bane, executive di- 
rector of the Council of State Govern- 
ments; Dr. F. Eugene Melder, econ- 
omist of Clark University; A. H. 
Maryin, Jr., executive director of the 
Marketing Laws Survey of the Fed- 
eral Works Agency; G. S. Carter, 
director of the school, severance tax 
and compensating divisions; John 
Moloney, of the National Cottonseed 
Products Association ; C. H. Janssen, 
president of the National Association 
of Margarine Manufacturers ; Horace 
H. Herr, secretary of the National 
League of Wholesale Fresh Fruit and 
Vegetable Distributors; Richard P. 
White, executive secretary of the 
American Association of Nursery- 
men; J. M. George, executive secre- 
tary of the National Association of 


Direct Selling Companies; John V. 
Lawrence, general manager of the 
American Trucking Association, Inc. ; 
Leon F. Banigan, managing director 
of the National Council of Private 
Motor Truck Owners, Inc.; A. W. 
Koehler, secretary-manager of the 
National Association of Motor Bus 
Operators; Russell Singer, general 
manager of the American Automo- 
bile Association; and W. Y. Elliott, 
economist in the department of gov- 
ernment of Harvard University. 


U.S. Fire Losses Up 


JANUARY FIRE LOSSES IN THE 
UNITED STATES, THE LARGEST RE- 
ported for any month since 1932, 
totalled $36,260,650, or 31 per cent 
more than for the same month of 
1939 according to preliminary esti- 
mates of the National Board of Fire 
Underwriters. 


Losses for February are estimated 
at $34,410,210, an increase of $5,106,- 
730, or 17 per cent over February of 
last year and only 5 per cent less than 
the extremely high figure reported for 
January. 

Losses for each month of 1938 and 
1939 and the first two months of 1940 
are shown in the following table: 


1938 1939 1940 
Jan. ...$27,676,337 $27,615,316 $36,260,650 
Feb. ... 26,472,626 29,303,520 34,410,250 
March . 29,030,968 30,682,168 


April .. 25,616,112 27,061,522 ......... 
May ... 22,917,577 27,031,700 ......... 
June .. 19,473,617 24,190,700 ......... 


July ... 20,434,688 22,468,304 ......... 
Aug. ... 20,821,174 22,800,500 ......... 
ey oe Ee 
Oct. 2c. Brett Bc vccccecs 
Nov. .. 28,658,694 27,248,160 ......... 
Dec. ... S750 Z7GSEAD  nccccccss 


Total 
12 mos. $302,050,000 $313,498,840 $70,670,900 





Montana Countersignature 
Law Held Unconstitutional 


A DECISION HAS JUST BEEN HANDED 
DOWN BY A THREE JUDGE FEDERAL 
court in Montana declaring the Mon- 
tana countersignature law enacted in 
1937 unconstitutional with respect to 
the requirement that the payment of 
full commission on insured risks in 
that state must be paid to Montana 
agents. 


It was contended by company at- 
torneys that under a reasonable inter- 
pretation of the law underwriters 
should pay to Montana agents only 
the normal commission usually given 
to a local agent on a particular class 
of insurance and that brokerage paid 
to a controlling producer in another 
state did not enter into the question. 
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January Traffic Deaths 
Up 6% 

FATALITIES FROM STREET AND HIGH- 
WAY ACCIDENTS IN THE UNITED 
States during January totaled 2,730, 
which was 6% greater than that re- 
ported for the corresponding period 
of 1939 according to statistics recently 
made public by the National Safety 
Council. January marked the fourth 
successive month to show an increase 
over the same month a year ago. 

The sustained rise in traffic deaths 
began with an increase of 4% in Oc- 
tober of last year, went up to 6% in 
November, fell back to 4% in Decem- 
ber and rose to 6% in January. 

Spokesmen for the National Safety 
Council state that city reports sounded 
the only note of optimism as January 
figures were tabulated. Traffic deaths 
in all reporting cities were down 
slightly—less than 1%—from Janu- 
ary last year. Rural deaths, however, 
were up about 8%. This is line with 
the trend for 1939 and previous 
years. Last year cities reduced traf- 
fic deaths 3%, while rural areas 
showed a 2% increase. January traf- 
fic deaths were almost a fourth fewer 
than in December, but the seasonal 
pattern, as measured by the previous 
three year average, forecast a 28% 
reduction in January. The January 
total was lower than in 1938, 1937 
and 1934, but greater than the 1935 
and 1936. 


ee @ ® 
Company Fined for Rating 


Violation 


SUPERINTENDENT OF INSURANCE, 
LOUIS H. PINK OF NEW YORK, HAS 
announced his approval of the de- 
cision of Deputy Superintendent Ed- 
ward McLoughlin finding the Cen- 
tury Indemnity Company guilty of 
numerous willful violations of the rat- 
ing provisions of the New York Law 
with regard to casualty insurance and 
the rules and regulations prescribed 
in the manuals. Mr. McLoughlin’s 
decision was made after extensive 
hearings. He recommended that a fine 
in the sum of $15,000 be imposed 
upon the company and that the entire 
matter be referred to the Attorney 
General of the State of New York to 
proceed with a civil suit for the collec- 
tion of such fine and penalty. 

In approving Mr. McLoughlin’s 
decision, including the recommenda- 
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tion for a $15,000 penalty, Superin- 
tendent Pink stated that it was essen- 
tial that the Department take prompt 
and effective steps whenever willful 
violations are disclosed. He said that 
repeated violations and continued 
carelessness in a company’s under- 
writing practices are detrimental to 
the entire business. He also empha- 
sized the fact that if some assureds 
pay less than they should it increases 
the rate for all others. It is not just a 
matter concerning one company alone. 
A compensation matter involving 
Longchamps Restaurants was cited 
by Supt. Pink as by far the most 
flagrant case developed in connection 
with the examination of the Century 
Indemnity Company. The report of 
the examiners, he pointed out, indi- 
cates that the assured was under- 
charged from $20,000 to $40,000. This 
substantial violation of the compensa- 
tion law, he continued, indicates the 
necessity of a more extended inquiry 
into the underwriting practices of the 
companies engaged in the compensa- 
tion business. The Superintendent 
stated that he believed that the com- 
panies as a whole would cooperate in 
such an inquiry as the great majority 
of the companies want the business 
conducted on a proper basis. 


Merit Cards for A. & H. 
Week Work 


SPECIAL AWARDS ARE TO BE GIVEN 
AGAIN THIS YEAR BY ACCIDENT AND 
health companies to their agents who 
achieve outstanding results during 
Accident and Health Insurance 
Week, April 22-27. 

Awards consist of elaborately em- 
bossed cards printed in black and 
gold which may be carried by agents 
throughout the year in their billfold 
or leather pocket cases. Each card is 
contained in a celluloid envelope and 
may be displayed by the agent to his 
policyholders as evidence of outstand- 
ing achievements during accident and 
health insurance week. 
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Congressional Post Sought 
By Texas Commissioner 
R. G. WATERS, WHO HAS BEEN STATE 
CASUALTY INSURANCE COMMISSIONER 
of Texas for the past five years, is op- 
posing Congressman Wright Patman 
for the Democratic nomination to 
Congress from the First District. Con- 
gressman Patman has gained promin- 
ence through his advocacy of stringent 
taxation of chain stores, and is co- 
author of the Robinson-Patman Act 
concerning retail pricing policies. 
Appointed by former Governor 
James V. Allred, Commissioner 
Waters was educated in law, and 
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served overseas in the World War. 
He had behind him two terms as 
Lowie County attorney, and was 
later elected District Attorney for 
Bowie and Cass counties. He was 


Governor Allred’s state campaign 
manager in 1934. 
e @ ® 


Frederick Pier Dies 


FREDERICK PIER, RESIDENT SECRE- 
TARY OF THE SOUTHERN CALIFORNIA 
Office of the Lumbermens Mutual 
Casualty Company and the American 
Motorists Insurance Company, passed 
away at his home in Los Angeles on 
March 8, after an illness of three 
months. 

Mr. Pier was a graduate of Har- 
vard University and taught insurance 
law at the New York University after 
leaving college. He later was em- 
ployed by the Royal Insurance Com- 
pany, Ltd., and was sent to Europe 
to handle reinsurance problems for 
that company. 

Following the San Francisco Fire, 
Mr. Pier was sent to California where 
he supervised and directed the ad- 
justment of fire losses for some 
eighteen insurance carriers. 

He later became associated with 
the Federal Mutual Liability Insur- 
ance Company as resident manager 
at Los Angeles. In 1928, this Com- 
pany was reinsured by the Lumber- 
mens Mutual Casualty Company, and 
Mr. Pier continued as manager of 
the Southern California office. He 
later was appointed resident secre- 
tary for the companies of the Kemper 
Group. 

Mr. Pier was very active in insur- 
ance circles and was a member of 
the Insurance Committee of the Los 
Angeles Chamber of Commerce. He 
was also a member of the Los An- 
geles Athletic Club. 

Mr. Pier is survived by his widow, 
Mrs. Leonora D. Pier, and his son, 
Mortimer D. Pier, secretary of the 
Excess Underwriters, Inc., New 
York City. 
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Central Mutual Casualty 
Reelects Officers 


OFFICERS OF THE CENTRAL MU- 
TUAL CASUALTY COMPANY OF KAN- 
sas City, Missouri, were reelected at 
the annual meeting of the company 
held several weeks ago. Two mem- 
bers of the Board of Directors whose 
terms of office were expiring were 
also reelected. 

The present officers of the Central 
Mutual Casualty Co. are: Sam L. 
Casey, president; John G. Owen, 
vice-president, and G. C. Warner, 
secretary-treasurer. 
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Reading left to right: Commissioner Donald A. Hemmenway of Vermont, Commissioner 
C. Waldo Lovejoy of Maine, Supt. Louis H. Pink of New York, Frank L. Brigham, 
President, Mutual Fire Insurance Assn. of New England, Commissioner Charles F. J. 
Harrington of Massachusetts, Commissioner Arthur J. Rouillard of New Hampshire, Com- 
missioner Henri N. Morin of Rhode Island, and Deputy E. S. Cogswell of Massachusetts. 


NEW ENGLAND MUTUALS HOST TO 
COMMISSIONERS 


N an address before the quarterly 

luncheon meeting of the Mutual 
Fire Insurance Association of New 
England held in Boston on March 8, 
Superintendent Louis H. Pink of New 
York called for closer cooperation be- 
tween states to prevent unfair dis- 
crimination and warned against the 
present trend toward centralization of 
power in the federal government. 

“We must not assume that because 
the federal government has had to 
take on larger powers it should take 
over all interstate functions,” he told 
five New England insurance commis- 
sioners and 125 leading executives 
and directors of 23 New England 
agency mutual fire insurance compa- 
nies. 

He also declared that abolishment 
of the assessment policy for mutual 
fire insurance companies in New 
York state “is a wise thing. Under 
the oid law,” he said, “we favored the 
out-of-state mutuals, rather than our 
own domestic companies, because we 
permitted them to issue non-assess- 
ment policies, while we did not permit 
our own mutuals to do the same. It 
seems to me that this is a wise thing.” 

In explaining the new code, the 
New York superintendent of insur- 
ance said that while it retained the 
provision requiring a mutual to have 
been in business in its home state ten 
years before seeking admission to 
New York, his department realized 
this was not consistent with other por- 
tions of the law and “has no objection 
to its elimination.” 

Mr. Pink warned of two present 


tendencies “which may bear serious 
results in the future if they are not 
kept within reasonable bounds.” 
These were the tendencies to vest the 
federal government with greater au- 
thority and the setting up of state bar- 
riers. 

‘No power or authority should be 
transferred to the central government 
unless it is clearly necessary,” he de- 
clared, “and states must not seek un- 
fair discrimination in employment, 
taxation or in the rights or privileges 
of doing business.” 

Declaring that a strong, efficient 
federal government alone can cope 
adequately with unemployment and 
national social and ‘economic prob- 
lems, he warned, however, that where 
common action is required, “it is not 
always necessary to center power in 
the federal government. 

“A great deal can be accomplished 
through closer cooperation between 
the states,” he continued. “The move- 
ment for closer cooperation, state 
compacts and uniform state laws was 
never so strong as it is today and was 
never so much needed in order to pre- 
vent friction between states and fur- 
ther centralization of power in the 
national government.” 

He hailed Massachusetts as “the 
first state to provide real supervision 
of insurance companies.” Describing 
work on the new code as a “monu- 
mental task,’’ Mr. Pink said that this 
was the first time the insurance law 
in his state was thoroughly codified 
and modernized since the department 
was organized 81 years ago. 





The meeting of the Mutual Fire 
Insurance Association was the first to 
bring together five of the six New 
England insurance commissioners at 
the same time. Commissioner John C. 
Blackall of Connecticut, was unable 
to attend because of a prior commit- 
ment. 

In addition to Mr. Pink, guests at 
the luncheon were: Insurance Com- 
missioner Charles F. J. Harrington of 
Massachusetts, C. W. Lovejoy of 
Maine, Arthur J. Rouillard of New 
Hampshire, Henri N. Morin of Rhode 
Island, and Donald A. Hemenway of 
Vermont; Deputy Insurance Com- 
missioner Edmund S. Cogswell of 
Massachusetts, and George L. Barnes, 
Loston attorney and past president of 
Associated Industries of New Eng- 
land. 

The president of the association, 
Frank L. Brigham, vice president of 
the Merrimack Mutual Fire Insurance 
Company of Andover, Mass., was 
chairman, 

ee @ ® 


Koehler Again Heads 
Wisconsin Mutuals 


MARTIN A, KOEHLER, SECRETARY OF 
THE BLOOMFIELD MUTUAL FIRE IN- 
surance Company, West Bloomfield, 
Wis., was reelected president of the 
Wisconsin Association of Mutual In- 
surance Companies at the organiza- 
tion’s fourth annual convention held 
at Wausau on February 21-22. Dan 
G. Genrich, president of the Berlin 
Mutual Insurance Company, Merrill, 
was named vice-president, and J. G. 
Blank, secretary of the Cedarburg 
Mutual Fire Insurance Company, 
Cedarburg, was chosen as secretary. 

In conjunction with the convention 
was held the annual meeting of the 
Wisconsin Mutual Insurance A\l- 
liance, which is composed of the ex- 
ecutive committees of the Wisconsin 
Association of City and Village Mu- 
tual Insurance Companies, the Wis- 
consin Association of Mutual Cas- 
ualty Companies, the Wisconsin 
Association of Mutual Insurance 
Companies, and representatives of 
unorganized Wisconsin mutual tor- 
nado insurance companies. W. P. 
Douchett, secretary of the Merrill In- 
surance Agency, Milwaukee, was 
chosen Alliance president for the 
coming year. J. G. Blank, secretary 
of the Cedarburg Mutual Fire In- 
surance Company, Cedarburg, was 
named’ vice-president, and Theodore 
R. Schmidt, secretary of the Ke- 
waskum Mutual Fire Insurance 
Company, Kewaskum, was _ elected 
secretary-treasurer. J. [. Kennedy, 
Madison, was reelected executive 
secretary. 
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Not only the price posting clerk but the customer should watch his step. 


The Outlook for Investments 


By G. WRIGHT HOFFMAN 


PROFESSOR OF INSURANCE, UNIVERSITY OF 
PENNSYLVANIA 


T is perhaps trite to observe that 

economic progress in this coun- 

try is a stumbling affair. From 
the physical sciences new and _ bet- 
ter products are steadily flowing. To 
these economics applies a liberal sup- 
ply of controlled and competitive 
prices, wage scales, unemployment, 
taxes, private and public debt, and 
many other lesser ingredients, all in 
a sort of mass trial-and-error fashion, 
in the hope that the product as dis- 
tributed will not dissatisfy too many 
people. As a rule, most people are 
dissatisfied. 


It is unfair to say that our eco- 
nomic efforts are devoid of intelli- 
gence. Considered in its separate ef- 
fect each move can usually find ade- 
quate justification. The difficulty lies 
rather in the matter of coordinated 
balance. In moving along lines A, B, 
and C we throw D, E and F partly 
or wholly out of kilter. Then atten- 
tion is turned to D, E and F per- 
haps at the expense of other areas. 

Reform Movements Unbalance 
the Bond Price Structure 

It is against some such philosophy 
of balance or lack of balance, that 
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present-day investments should be 
judged. Following the broad down- 
ward debacle from 1929 through 
1932 an unusual number of reforms 
were undertaken, mostly by the Fed- 
eral Government, to correct apparent 
weaknesses. 

Along monetary lines, the dollar 
was devalued, legal reserves lowered, 
discount rates lowered and _ other 
banking reforms undertaken. These 
moves were designed to stimulate our 
export trade, to “reflate’’ prices, to 
lower interest rates and in turn lessen 
the load of new private and public 
borrowing, all of which was to stim- 
ulate production and employment. 

A second line of attack included 
direct and indirect efforts to pro- 
mote expansion in the fixed capital 
market: Loans through the R.F.C. 
and the P.W.A. for construction to- 
gether with direct building programs 
in housing, power and reclamation 
projects. 

A third area was designed to place 
in the hands of “the lower third” 
larger purchasing power: Through 
the W.P.A., the A.A.A., the N.L. 
R.B. and other agencies. 

All this required money so taxes 
were raised and loans floated. 

It goes without saying that sweep- 
ing moves of this kind are powerful 
factors in their effect upon invest- 
ments. They have been instrumental : 
(1) in lowering in the general level 
of interest rates, (2) in creating a 
continuing state of business timidity 
which has caused the demand for 
new private capital to dry up, and 
(3) in creating a continuing state of 
investment timidity which has caused 
first-grade and especially short-term 
bonds to sell at levels yielding ex- 
tremely small returns. These effects 
upon the bond market have in turn 
created new and present-day prob- 
lems. 


Twenty Years of Bond Yields 

Figure 1 shows the course of bond 
yields for three series of bonds cov- 
ering the 20-year period 1920-1939, 
inclusive. There is also shown the 
yields on 3-5 year U. S. Government 
notes for the past 6 years. 

Average annual bond yields are 
shown from 1920 to 1934 and aver- 
age monthly yields for March, June, 
September and December from 1934 
to date. The data are shown as ac- 
tual yields and as relatives of the 
U. S. Government 12-year series.* 

Two broad developments are in 
evidence in Figure 1: The first is 
a general downward drift in bond 
yields throughout this 20-year peri- 


*Source: Federal Reserve Bulletin, 
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od; the second is a relative shift in 
yields between the issues in the past 
10 years. With respect to U. S. Gov- 
ernment bonds and the highest grade 
corporates, a fairly uniform trend,— 
both relative and absolute, is shown. 
The first grade corporate series has 
ranged about 25 per cent in excess 
of U. S. Government bonds and this 
despite the fact that Governments 
have declined 50 per cent in yield 
during this 20-year period. 
e @ ® 


Quality Preference 

ITH respect to the corporate 

Baa series, representing aver- 
age grade bonds, two points should 
be noted, namely, their very uncer- 
tain yields during the past ten years 
and (2) their relatively high aver- 
age yield compared either to Govern- 
ment bonds or corporate Aaa bonds 
in recent years. The corporate Baa 
yields averaged, during the ten years 
1920-1929 about 60 per cent higher 
than Government bonds. Since 1930 
their yields have averaged nearer 
100 per cent above those of Govern- 
ment bonds. 

Not all of this difference in recent 
years is to be attributed to the pref- 
erence which investors have increas- 
ingly shown for prime securities. To 
some extent it may be due to a rela- 
tively smaller supply of first-grade 
securities against second grade. But 
whether the cause be one of quality 
preference or scarcity of supply, the 
difference is sufficiently large to raise 
an important question regarding the 
future of high-grade bond prices. The 
question is simply whether there is 
not at present time an overcrowding 
on the part of investors, and espe- 
cially those of the institutional type, 
into the high-grade field making the 
market for these issues especially 
vulnerable to any forces working to- 
ward higher interest rates. 


Maturity Preferences 

Not only does there appear to be 
undue quality preference shown by 
investors in recent years but there 
is also a very marked maturity pref- 
erence. This is shown fairly well in 
the course of yields on 3-5 year U. 
S. Government notes. These are 
shown in Figure 1 from 1932 through 
1939. Where formerly the yield on 
these notes was about 34 that of the 
longer-term Government bonds, they 
are now but '4 and in actual yield 
have declined to less than 34 of one 
per cent. Where it possible to plot the 
yields on 91-day Treasury bills, fig- 
ures averaging 1/50 of one per cent 
would typify their levels in recent 
months. 
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These rates bring to mind the 
drowning man who grasps for a 
straw. In a desperate effort to main- 
tain liquidity, competition has all but 
wiped out income. With respect to 
the 91-day bills it is probably true 
that a marked lowering of prices 
would not injure existing holders 
since the maturity is sufficiently close 
to permit their holding for par. But 
for the 3-5 year notes a longer time 
period is involved and this might 
mean considerable loss if cash had to 
be obtained just at a time of a ma- 
terial drop in price. 

For high-grade bonds of longer 
duration, such as U. S. Government 
issues not due or callable for 12 years 
or more, a material stiffening of in- 
terest rates would occasion very sub- 
stantial declines in market values. A 
rise in yield of only % of one per 
cent on an outstanding 234 per cent 


12-year bond would amount to a 
decline of 2.58 points in its price. 
Thus a rise in interest of rather mod- 
est proportions translated into bond 
prices can easily wipe out a year’s 
income. 

One final factor should be added, 
namely, the fact that many first- 
grade bonds are today selling at ap- 
proximately their callable figures. 
Thus high prices, extremely low 
yields, quality preference and matur- 
ity preference have combined to place 
high-grade issues in a rather vulner- 
able position for all those who must 
from time to time depend upon the 
market to get back their capital. 

eee 
The Supply of Credit 
HE preceding argument is based 
mainly upon the possibility of a 
rise in interest rates in the months 
(Continued on page 22) 





FIGURE | 
ACTUAL AND RELATIVE YIELD ON THREE SERIES OF BONDS, 1920-1939, 
AND ONE SERIES OF NOTES, 1932-1939 
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Industrial Health 


Excerpts from a general statement of medical relationships in 
industry, presented by the Council on Industrial Health 
of the American Medical Association. 


copyricHt 1940 sy AMeRicAN MeEpIcAL 


ASSOCIATION, 


CHICAGO, 


ILLINOIS, AND 


REPRODUCED BY PERMISSION. 


Editorial Note—After reviewing briefly 
the history of the organization of the 
Council on Industrial Health the article 
summarized below, from the February 17 
issue of the Journal of the American 
Medical Association, opens with a state- 
ment of the health problems growing out 
of the increasing complexity of industrial 
and technological developments which have 
expressed themselves in a long train of 
social legislation, particularly by the en- 
actment of workmen’s compensation stat- 
utes. The latter, it is said, have forced 
on industry and the medical profession 
the realization that the majority of indus- 
trial accidents and unhealthful exposures 
are in the main preventable; also that 


they are chargeable to industry as part 
of the cost of production. 

It is declared that over a period of thirty 
years since workmen’s compensation laws 
began to be prevalent the realization has 
gradually come that only through the prin- 
ciples of preventive medicine can_ the 
physical and environmental status of work- 
ing people be successfully improved. There 
has been a continually expanding program 
in this field, the latest development being 
the incorporation of occupational diseases 
into workmen’s compensation coverage. 
Below are excerpts from the text and 
various tables emphasizing points made 
in the article. 





NDUSTRIAL health is an inclu- 
sive term, incorporating three 
major types of activity. 

1. Medical and surgical care to ac- 
complish prompt restoration to health 
and earning capacity following indus- 
trial accident or disease. 


2. Prevention of disease or injury 
in industry by the establishment of 
proper control over industrial en- 
vironment. 


3. Education of employees about 
healthful living, both in and out of the 
industrial environment. 


Industrial health, then, in the broad 
use of the term, is a composite of cur- 
rent knowledge drawn from medi- 
cine, surgery, nursing, sanitation and 
health education. A real understand- 
ing of industrial health must be based 
on a recognition of the part which 
each of these components plays and 
the relationships which practicing 
physicians have established or should 
establish with them. * * * 


Effects of Occupation on Health 


The clearest evidence of direct re- 
lationship between occupation and life 
expectancy lies in the excessive acci- 
dent and disease rates which attach 
to certain employments. For example, 
loggers, structural iron workers, rig- 
gers and explosive makers are sub- 
jected to such unusual risks as to 
make them either ineligible for life 
insurance protection or acceptable 
only at much higher premium rates. 
Workers in dusty trades find them- 
selves in a similar position, as do 
those exposed to industrial poisoning 
or to the hazardous effects of other 
industrial environments either by di- 
rect effect or through increased inci- 
dence of tuberculosis, pneumonia, 


cancer and possibly other degenera- 
tive diseases. Many statistical ap- 
proaches have been undertaken to 
appraise the general effects of occu- 
pation on mortality, including the 
study of labor union records, reports 
of workmen’s compensation agencies 
and insurance companies, and death 
certificates. None have proved entirely 
satisfactory. The absence of uniform 
and usable statistics is a serious ob- 
stacle to a rational attack on those 
occupational factors which most 
closely affect the public welfare. Sta- 
tisticians have attempted to throw 
some light on the subject by grouping 
data referring to specific occupations 
into broader socio-economic classifi- 
cations. The most recent study in this 
country along these lines has been 
prepared by Whitney, drawn from 
mortality data in the 1930 United 
States Census and published by the 


National Tuberculosis Association 
(table A).* 


Most difficulty is experienced in 
dissociating the direct effects of daily 
work on life expectancy from the co- 
incident effects of domestic environ- 
ment, hereditary influences, general 
intelligence and other social and eco- 
nomic factors, of which income, hous- 
ing and nutrition are conspicuous ex- 
amples. Very likely, many occupations 
carry no particular health risk at all 
or the occupational factor in mortality 
is so small as scarcely to be measure- 
able. Certain employments appear to 
have positive health advantages, as, 
for example, agriculture and the pro- 
fessions (table A). In any event, con- 
siderable improvement has occurred 
in the life expectancy of wage earners 
during recent years. At least in some 


*Tables referred to will be found on following pages. 
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disease classifications improvement 
has proceeded with greater momen- 
tum than in the general population. 
Contributors to these results have 
been the safety movement, the im- 
proved application of industrial medi- 
cal services and the interest which 
workmen themselves are assuming in 
health matters. 


Mortality statistics do not represent 
the actual health status of any group, 
and wage earners are no exception. 
Yet morbidity data referring to occu- 
pations are, on the whole, even more 
unsatisfactory than death records. 
Excellent analyses are available with 
respect to the effect on health of cer- 
tain specific occupational exposures 
and the incidence of permanent and 
temporary disability resulting from 
industrial accidents. Various studies 
also have been made on the general 
incidence of sickness of all types caus- 
ing absenteeism. The ability to evalu- 
ate properly the etiologic relationships 
of occupation to unhealthy states and 
to record them promptly and in suff- 
cient detail will constitute one of the 
major contributions of the medical 
profession to the industrial health 
movement. 


Industrial Accidents 


NJURY or death caused by indus- 

trial accidents constitutes, for a 
good share of the medical profession, 
the only appreciable contact they have 
had with industrial problems. Acci- 
dents rank second among males and 
fourth in the total population as a 
cause of death (table B). Occupa- 
tional fatalities among white male pol- 
icyholders of the Metropolitan Life 
Insurance Company accounted for 
20.4 deaths per hundred thousand in 
1938. In 1913 the rate reached as high 
as 45.7. Industrial injury rates follow 
more or less closely the curves of em- 
ployment and business activity, but 
the 50 per cent decline in deaths from 
industrial injury is, at least in part, 
the result of concentrated efforts by 
industry to control the causes and 
consequences of accidents. Table C, 
derived from the Bureau of Labor 
Statistics, U. S. Department of Labor, 
is a compilation of the estimated num- 
ber of disabling injuries occurring in 
1938 by industry groups. Certain of 
these figures are stated to be derived 
from incomplete and fragmentary 
sources. 

Industrial accidents, as usually de- 
fined, are injuries arising out of and 
in the course of employment. Accident 
statistics are compiled in terms of fre- 
quency and severity. Frequency rates 
are an expression of the number of 
accidents per million man hours of 
work exposure. Much effort has been 
expended in developing uniform 
methods of reporting, but data from 
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Taste A.—Standardized Death Rates from Specified Causes per 100,000 Gainfully Occupied Males 15 to 64 Yeurs 











of Age According to Occupational Classes, 1930 
Death Rates per 100,000 Occupied Males 

Tubercu- Cancer Cerebral 
losis of and Hemorrhage : : 

the Respi- Other and Sof- Cirrhosis 

All Diseases of ratory Malignant Pneu- tening of Diabetes of the 
Occupational Classes Causes the Heart System Tumors monia Nephritis the Brain Mellitus Liver Suicide Accidents 
All gainfully occupied males 

in selected occupations... 909.8 175.3 87.5 81.7 69.3 57.9 42.0 12.1 10.7 35.4 29.5 
Professional men ......... 670.5 177.0 26.2 70.3 38.8 51.4 48.3 10.9 10.8 28.8 14.5 
Proprietors, managers and 

MINED. cuci-d.né03-6-0:40tadwe 792.5 184.2 43.2 81.0 53.0 56.2 38.0 16.2 14.4 39.5 22.3 
Clerks and kindred workers eeoua 185.5 65.8 rir 50.5 54.1 36.8 23.5 10.2 34.6 18.7 
Agricultural workers ...... 623.2 95.9 46.5 6.2 43.4 41.3 36.3 9.4 4.3 29.0 15.1 
Skilled workers and _fore- 

Oe ee ee ee 828.9 166.0 72.1 85.4 59.7 54.1 38.8 10.9 10.0 28.7 34.2 
Semi-skilled workers ...... 1009.3 199.5 102.1 90.8 71.6 59.6 41.4 13.2 10.5 41.9 34.1 
Unskilled workers ........ 1447.7 243.0 184.9 106.6 135.9 83.4 58.3 12.5 17.0 44.1 51.7 

Source: National Tuberculosis Association, 1934. : 2 ge : 

Standardized according to age distribution of all gainfully occupied males in ten selected states: Alabama, Connecticut, Lllinois, Kansas, Massa 4 

chusetts, Minnesota, New Jersey, New York, Ohio and Wisconsin. : 
various sources must be examined TABLE B.—Rank of Accidents as the Cause of Death 
critically because of variations in Death rate per 100,000 population. 
scope, definition of accident, and the ‘aon ) ne ae ae ‘ 

e ‘ Total Population Males Females 
method of accident exposure calcula- Heart disease .......... 268.0 Heart disease .........-: 304.3 Heart disease ..........230.8 
. a ein < Galatea, i - ROC ERED oraen 112.0 PE fe cnhacs de woad 114.4 ee Le ore ee 121.3 4 
tion, Severity rates are compiled on er 85.1 ME, Ce aiditaceg-3:664.00-440% 103.0 Cerebral hemorrhage .... 78.4 By 
the basis of the extent of the resulting Accidents ............... 81.4 DRIER wiciaccis-s:0  os:eere 97.2 Chronic nephritis ...... 74.7 
al hie guid Ee ae , Chronic nephritis ...... 79.6 Chronic nephritis ....... 84.4 ee ce 72.7 
incapacity expresse d in days of lost Cerebral hemorrhage .... 77.0 Cerebral hemorrhage .... 75.7 BIND ask oe Uiirewaeuceee 47.6 
time per thousand man hours of work. FODSCRMEN: evs cccccncs 53.6 TUBCICUOSS oo ccsccee 60.8 Bn 46.3 


From the point of view of severity, 
further classifications are possible— 
into fatal and non-fatal cases, the 
latter susceptible of reclassification 
according to whether the effects of in- 
jury are permanent or temporary. 

The industrial accident problem has 
been regarded so long as an economic, 
industrial and engineering problem 
that its medical aspects have been to 
a considerable degree overlooked. The 
associated factors can be understood 
best through examining two major as- 
pects — prevention and individual 
medical management. Prevention de- 
serves first consideration and, in most 
instances, has received it. Such tactics 
appeal to industrialists as businesslike, 
since reduced accidents result in re- 
duced compensation insurance pre- 
miums, Out of this interest have 
grown the safety movement and the 
professional approaches represented 
by safety and industrial hygiene engi- 
neers. As developed in this country, 
the major functions of prevention of 
industrial accidents have grouped 
themselves into subdivisions repre- 
senting research, engineering, safety 
education and medical control. 

The second important aspect of the 
industrial accident problem refers to 
competent medical care of the injured 
worker. This implies suitable medical 
organization for control of accidents 
and immediate treatment. Control and 
treatment are accomplished through 
first aid, nursing, part or full time 
physicians and arrangements for hos- 
pitalization. The value of treatment 
will be determined by the qualifica- 
tions of the physician not solely from 
a surgical point of view but according 
to his intimate knowledge of the total 
industrial problem. An ideal result 

















Accident facts, 1939. National Safety Council, 1939. U. S. Census Bureau data, 1937. 


for all concerned would be full resto- 
ration of the injured workman to his 
former earning capacity in the same 
line of work and with minimum loss 
Approximations to 


of time. 


this 


standard will constitute the measure 


of successful med 


which must be sympathetic and tact- 
ful enough to instill a desire to get well 
and return to work. The medical and 
legal responsibilities relating to the 
determination of temporary and per- 
manent disability and the completion 


TABLE C. 


Industry Group 


All industries .......... 
Agriculture 
Mining and quarrying... 
Cametywmetios 2.0 sccccces 
Manufacturing ........6. 
Public utilities ......... 
Trade: wholesale and 
ec ¢ah6ed treed ons 
EE oily oe wa bei 
Misc. transportation 
Services and misc. 
NEE. cites vateccss 


Industry Group 


All industries .......... 
Dee 
Mining and quarrying... 
Construction 
Manufacturing ......... 
Public utilities ......... 
Trade, wholesale and 
PE Riek sce cece’ 
IRI 9.0: -siglanitie ceares 
Misc. transportation 
Services and misc. 
industries 


ical 


management, 


1938, by Industry Groups 


and prompt filing of forms and blanks 
for industrial commissions and insur- 
ance companies must be accepted as 
an obligation as well as a field for 
some necessary reform. * * * 


Occupational Diseases 


CCUPATIONAL diseases, 
troublesome as they are to cer- 
tain industries, are for industry as a 
whole the least important cause of 


(Continued on page 24) 


Estimated Number of Disabling Injuries During 








Number of Injuries 











‘ All Disabilities Death 
To em- To self- Toem- To self- 
Total ployees employed Total ployees employed 
1,375,600 1,237,000 138,600 16,400 15,000 1,400 
267,400 até‘ wt Www 4,400 Tee §  wnewere 
82,000 cee 1,700 ot Re 
292,200 270,000 21,300 2,600 2,400 200 
220,800 214,200 6,600 1,900 1,700 200 
16,300 eee «ss eras 500 Te 
201,500 157,600 43,900 1,800 1,400 400 
30,300 oe 6—Cfli(“( tars 600 , aaa 
52,900 33,100 19,800 700 500 200 
212,200 165,200 47,000 2,200 1,800 400 
Permanent Disabilities Temporary Disabilities 

To em- To self- To em- To self- 

Total ployees employed Total ployees employed 
98,900 85,200 13,700 1,260,300 1,136,000 123,500 
13,000 ee ere 250,000 Arr ee 
2.500 ee 77,800 of) re 
14,600 13,500 1,100 275,000 255,000 22,000 
14,000 13,000 1,000 204,900 199,500 5,400 
700 WOR... Suthers 15,100 ie ae 
39,700 31,200 8,500 160,000 125,000 35,000 
1,500 OS Aaa 28,200 . errr 
1,000 600 400 51,200 32,000 19,200 
11,900 9,200 2,700 198,100 154,200 43,900 


Source: Bureau of Labor Statistics, United States 








Department of Labor. 
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Insurance companies have learned that rural property is safe from 
few of the hazards of nature. 


Value of Reinsurance to Farm 
Mutual Insurance Companies 


By V. N. VALGREN 
Washington, D. C. 


ARM mutual fire insurance com- 
panies in the United States vary 
in membership from a hundred 

farmers or so to well over fifty thou- 
sand. The more typical farm mutual 
has from 1,000 to 5,000 members and 
$1,000,000 to $10,000,000 of insur- 
ance in force. All told these mutuals, 
numbering about 1,950, have over 3% 
million members and about 11% bil- 
lions of insurance in force. 

Farm risks like the farm mutuals 
also vary widely in size or value. 
Hence, in a large majority of cases, 
some risks in the farm mutual’s terri- 
tory are likely to be unduly large for 
it to handle alone. In fact, the desire 
of the average-sized or smaller farm 
mutual to serve as nearly as possible 
all farmers in its territory has some- 
times led to the acceptance and reten- 
tion of unduly large individual risks 
relative to such mutual’s volume of in- 
surance in force and the surplus on 
hand, 

One way of meeting the problem 
involved in a farm risk that is ma- 
terially larger than the average is, of 
course, the resort to concurrent insur- 
ance. Under such a plan the local mu- 
tual issues its policy for part of the in- 
surable value and permits or helps the 
farmer to obtain additional insurance 


from some other company or compa- 
nies. Such an arrangement, however, 
may not be satisfactory to the farmer 
unless his property is exceptionally 
valuable. It requires him to become a 
member or policyholder in two or 
more companies. His mortgagee, if he 
happens to have one, must also be 
troubled by two or more policies on 
the same risk. It is obviously the duty 
of farmers’ mutual insurance compa- 
nies to make the insurance problems 
of their members as simple as possible 
and to handle among themselves the 
distribution of liability on all ordi- 
nary risks when such liability hap- 
pens to be too large to be wisely car- 
ried by the local mutual alone. 
Even when the farmer with one or 
more large buildings is willing to di- 
vide his insurance between the local 
mutual and some other company, the 
local mutual often hesitates to urge 
such a plan for fear that the other 
company will later attempt to take 
over all the insurance. The proper 
remedy for the situation is reinsur- 
ance to cover part of the liability in- 
volved in larger than average risks. 
Reinsurance means the assumption 
by one or more insurance companies 
of part or all of the ultimate liability 
originally assumed by another com- 
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pany under its policy or polices. It is an 
inter-company transaction in which the 
owner of the insured property or risk 
has no voice and with which as a 
policyholder he is not directly con- 
cerned. His claim in case of loss is 
entirely against the company whose 
policy he holds. The fact that an- 
other company has agreed for a con- 
sideration to reimburse in part or in 
whole the company that insured him 
does not either increase or decrease 
his claim in case of loss covered by 
his policy. 

The purpose of reinsurance is 
usually to give additional spread to 
the ultimate liability for potential 
loss on risks deemed too large to be 
carried entirely by the company that 
has insured them. Reinsurance poli- 
cies or agreements are of such vari- 
ety that it is not possible to describe 
them all in a brief article. 

The best known form of reinsur- 
ance among farm mutuals is “specific 
risk reinsurance.” This pertains, as the 
name suggests, to reinsurance ap- 
plied for and granted on specified in- 
dividual risks. In contrast to “speci- 
fic reinsurance” is the form gen- 
erally termed “blanket reinsurance” 
which applies to all the risks on the 
books of a given company or to such 
of its risks as come within a desig- 
nated category in size or in some 
other characteristic. 
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Blanket Reinsurance 


(or form of blanket reinsurance 
is generally referred to as 
“quote-share reinsurance.” Under 
this form, the company that acts as 
reinsurer agrees to assume a stipu- 
lated share or percentage of all risks, 
or of all risks in a given category, 
written by the reinsured company. 
The reinsured company, by the way, 
is frequently referred to as the “ced- 
ing company” and the reinsurer as 
the “accepting company.” 

Under other forms of blanket re- 
insurance, the reinsured company is 
covered against all losses in excess 
of a stipulated amount that result 
from a single accident, that occur 
during a period of 24 hours or of 
some stipulated length, or, in the 
case of windstorm insurance, that re- 
sult from a single storm. 

One form of blanket reinsurance 
employed by farm mutuals in several 
States covers in effect all policies of 
the reinsured company for a given 
year. In other words, the reinsur- 
ance company agrees to pay all losses 
incurred by the reinsured company 
during the year in question over and 
above 125 percent of what is usually 
termed the reinsured company’s “loss 
budget.” The loss budget is a sum 
equal to the company’s expected 
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losses for the year covered by the 
reinsurance, based on its loss rate 
during the 5 or 10 preceding years. 
This form of contract, therefore, in 
effect guarantees the reinsured com- 
pany that it will not have to meet 
losses during the year in question in 
excess of 125 percent of what the 
losses for the. year would normally 
be, based on its recent loss experi- 
ence. This is really a form of blanket 
excess loss reinsurance. 
e @ ® 
Pro Rata and Excess Loss on 
Specific Risks 

NDER specific risk reinsurance, 

let us consider two methods in 
use by farmers’ mutual reinsurance 
companies for sharing losses between 
the reinsured or ceding company and 
the reinsurer or accepting company. 
The first, which is the more common 
of these two methods, is a “pro rata 
plan.” The other, used by at least 
two specialized farmers’ mutual re- 
insurance companies, is an “excess 
loss plan.” 

To make the difference between 
the two plans reasonably clear, let 
us assume a concrete case of specific 
risk reinsurance. A given farm mu- 
tual, Company A, wishes to insure a 
risk appraised at $4,000 on which in- 
surance in the amount of $3,000 is 
reasonably required by the owner. 
This company may, under its bylaws 
or under regulations prescribed by 
its directors, have a limit of $2,000 
on the amount that it is willing to 
carry on a single risk unaided by 
other companies. In other words, it 
adheres to a “net line” of $2,000 on 
any one risk. 

Company A has an understanding 
or agreement with Company B un- 
der which the latter has agreed to 
accept for reinsurance any amount 
written by Company A on a single 
risk in excess of Company A’s net 
line. Under such an agreement, Com- 
pany A cedes to Company B $1,000 
of the $3,000 of insurance that Com- 
pany A has assumed or is about to 
assume under its policy. 

In case of total loss of the prop- 
erty thus partially reinsured, Com- 
pany A will, of course, pay the en- 
tire loss of $3,000, but will be reim- 
bursed to the extent of $1,000 by 
Company B. In case of a loss of 
$600 on this property, Company A 
will, as before, pay the entire loss 
that occurred, but will be reimbursed 
by Company B to the extent of $200. 
In other words, the accepting com- 
pany pays ultimately one-third of 
any loss, since it has accepted for re- 
insurance an amount equal to one- 
third of the total insurance written 
on the property by the ceding com- 
pany. 
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Turning now to the excess loss 
plan of sharing losses on specific 
risks between the ceding company 
and the accepting company, let us 
assume the same risk as before; 
namely, a $4,000 building or piece 
of property insured by Company A 
for $3,000 on which Company B has 
accepted $1,000 of reinsurance. 

A total loss under the excess loss 
plan will be shared just exactly as it 
was under the pro rata reinsurance ; 
namely, Company A will stand $2,- 
000 of the loss and Company B, $1,- 
000. In case of partial loss, however, 
the difference between the two plans 
appears. Under the excess loss plan, 
Company B will share in the loss 
only if and to the extent that the ac- 
tual loss exceeds the net retention of 
the ceding company. A $600 loss, 
for example, will be borne entirely 
by Company A since this sum comes 
within the retention of ceding com- 
pany. If a $2,500 loss should occur 
on the property in question, Com- 
pany A, the ceding company, will 
bear $2,000 of the loss, the full 
amount of the ultimate liability that 
it has retained on the risk ; and Com- 
pany B will pay only $500, the 
amount by which the loss exceeds 
the net retention of Company A. 

Naturally, under the excess loss 
plan, the accepting company should 
be paid a smaller part of the pre- 
mium or assessment on the total risk 
than it would get under the pro rata 
loss plan, since it escapes all pay- 
ments for partial losses except when 
such losses exceed the retention of 
the ceding company. 

Even under the pro rata loss plan 
the accepting company should nor- 
mally get less than the pro rata part 
of the amount collected on the risk 
by the ceding company, since the 
latter has paid all the acquisition cost 
on the business. The accepting com- 
pany may get only 80 or 90 percent 
of the pro rata part of the premium, 
which means, in effect at least, that 
the ceding company retains 10 or 20 
percent as commission on the ceded 
business. 

Reinsurance on specific risks can, 
of course, be exchanged between two 
ordinary insurance companies, and 
an increasing number of the farm 
mutuals in certain States do ex- 
change reinsurance with one another. 
In some cases, too, a large farm mu- 
tual will accept reinsurance from a 
smaller farm mutual without in turn 
expecting the smaller mutual to ac- 
cept reinsurance from it. 
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Specialized Reinsurance Companies 
T least 8 farmers’ mutual rein- 
surance companies are now in 
existence which have been organized 


for the specific purpose of providing 
other farm mutuals with reinsurance. 
The first such reinsurance company 
was organized in Iowa in 1909. The 
second oldest was organized in Mis- 
souri in 1921. Since that time, more 
or less similar reinsurance companies 
have been organized by the farm mu- 
tuals in California, South Dakota, 
Minnesota, Nebraska, Illinois, and 
Wisconsin. 

Besides the above-mentioned spec- 
ialized farmers’ mutual reinsurance 
companies, at least two reinsurance 
distributing agencies are in opera- 
tion, one in Indiana and the other in 
Ohio. These reinsurance distributing 
agencies are not insurance companies 
and do not themselves provide rein- 
surance. They merely act as inter- 
mediaries between certain farm mu- 
tuals that have bound themselves to- 
gether by reinsurance agreements, 
under which the reinsurance applied 
for by one mutual is assigned to an- 
other mutual in the group or is di- 
vided between two or more accepting 
mutuals. 

In Michigan a form of blanket re- 
insurance has been provided through 
an organization known as The Farm 
Excess of Loss Association. This 
organization, like those in Indiana 
and Ohio, is a reinsurance intermedi- 
ary rather than a reinsurer. Its plan 
of reinsurance is too involved to per- 
mit explanation in this brief article. 


Many farm mutuals continue to 
accept and to retain larger amounts 
of insurance on individual risks than 
are justified by their total risks or by 
the amount of their reserves. Others 
adhere to conservative net lines ; but, 
because they have not arranged for 
reinsurance facilities or do not. use 
such as are available, they make it 
necessary for many of their members 
to get part of their insurance from 
other sources. This practice often 
complicates loss adjustments and not 
infrequently causes a local mutual to 
lose members by reason of its inabil- 
ity to meet fully the insurance needs 
of many of its members. It may also 
cause needless and wasteful competi- 
tion which might have been avoided 
if the local mutual had placed itself 
in a position, by means of reinsur- 
ance, to meet more adequately the in- 
surance needs of farmers in its ter- 
ritory. The use of reinsurance by 
farmers’ mutual insurance companies 
has increased substantially in recent 
years. There is still opportunity, 
however, for the large majority of 
mutuals to extend and to improve 
their service by further development 
and use of reinsurance. 
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PINK SUGGESTS COMPULSORY AUTOMOBILE 
PLAN FOR NEW YORK 


ONSIDERATION of compul- 

sory automobile liability insur- 
ance for New York State is recom- 
mended by Superintendent of Insur- 
ance Louis H. Pink in the Eighty- 
first Preliminary Report of the In- 
surance Department recently submit- 
ted to the Legislature. Details of the 
suggested plan follow: 


“The subject was considered in 
this state for three years by a legis- 
lative committee and has been rec- 
conmmended by the present Commis- 
sioner of Motor Vehicles, as well as 
by his predecessor. In my report to 
the Legislature last year there was 
included a discussion of the subject. 
In addition, I have also discussed it 
on numerous occasions in public ad- 
dresses. Up to the present, the de- 
partment has neither recommended 
nor initiated any plan, although we 
have frequently pointed out that if 
the major objections to the plan which 
has been in force in the Common- 
wealth of Massachusetts for over 12 
years were substantially overcome, 
the objections of insurance enterprise 
would be greatly minimized. 


“From a social viewpoint, almost 
everyone agrees that a greater num- 
ber of insured cars than the present 
30 per cent would be in the public 
interest. If the percentage had been 
substantially increased in recent 
years, the trend in the direction of 
compulsory automobile insurance 
probably would not be so emphatic. 
We are faced with the fact that there 
are still far too many of our motor- 
ists without adequate financial re- 
sponsibility. 


“The heavy toll of life and limb 
caused by the automobile on our 
highways each year has inspired the 
demand for compulsory automobile 
insurance. Far too many persons, 
seriously injured through no fault of 
their own, have been unable to look 
with assurance to the possibility of 
indemnity from those responsible for 
their injuries. There is much to be 
said in favor of requiring motorists 
to show some reasonable measure of 
financial responsibility as one of the 
conditions precedent to registering 
and driving an automobile which, 
with all its blessings and conveni- 
ences, both social and economic, has 
nevertheless abundantly proved itself 
as an instrument of death and de- 
struction in incompetent or irrespon- 
sible hands. 
this 


“One answer to situation, 


academically a complete answer, and 
the one way given by many oppon- 
ents of compulsory automobile insur- 
ance, is that more forceful legislation 
in the interest of highway safety and 
more vigorous enforcement of such 
legislation will cure the problem. In 
our opinion, this is, at best, wishful 
thinking. Every effort should, of 
course, be made in the interests of 
highway safety and accident preven- 
tion. There must be no relaxation in 
the interest of safety, and this par- 
ticularly if a compulsory automobile 
insurance program becomes a legis- 
lative reality in this state. We must 
never be even slightly vulnerable to 
the charge that a ‘pay as you kill’ 
policy has been substituted for safety 
efforts. 


“But we must face the facts. There 
are over two and one-half million mo- 
tor vehicles registered in this state. 
The number of persons licensed to 
drive them is over a million more. In 
the light of the record, it is reason- 
able to suppose, however pessimistic 
it may sound, that we will continue 
to experience a large volume of auto- 
mobile accidents in this state in the 
years to come with all the attendant 
grief, suffering and loss. 

“For several years, we in the de- 
partment have regarded compulsory 
automobile insurance as in the public 
interest but we were without definite 
ideas as to a form of plan. So we 
gave some study to the matter. 

“In addition to the plan as pres- 
ently in force in Massachusetts, we 
considered among others the possi- 
bility of automobile compensation as 
well as an extension of the financial 
responsibility law. These, together 
with other ideas which have been put 
forth from time to time with a view 
of minimizing the social problem 
brought about by the great volume 
of automobile accidents, all seems to 
have some merit. 


“ UR first conclusions were that 

any plan along the compulsory 
line must give cognizance to at least 
four factors : 


“1. Rates. When and if the state 
elects to compel motorists to buy in- 
surance as a condition precedent to 
registering and driving motor ve- 
hicles, it must be kept in mind that an 
additional expense will fall upon a 
substantial number of our people. The 
insurance cost, therefore, must be as 
low as possible with due regard to 
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adequacy of rates to insurance en- 
terprise. 

“2. Highway Safety. The element 
of highway safety should not be 
subordinated to insurance aspects. 
Rather, should the insurance program 
fit into and promote efforts in that 
direction. 

“3. Private Insurance Enterprise. 
The insurance companies presently 
licensed to do business in this state 
are well equipped to handle this in- 
surance and should not be compelled 
to compete with a state fund nor have 
their prerogative of accepting or de- 
clining private risks unduly impaired. 

“4, Politics. Opportunity for polit- 
ical meddling with either rating as- 
pects or the underwriting powers of 
insurance companies should be elim- 
inated. 

“With these four points in mind, 
we considered the approach to some 
sane and reasonable plan. We have 
attempted to build a starting program 
with due regard to a minimum of dis- 
turbance of present rules and prac- 
tices, both from an insurance and a 
legal point of view. And so there fol- 
lows, in brief and in general, our 
ideas of a plan for compulsory auto- 
mobile insurance in this state. 

“Tt seems most practical to follow, 
to a substantial extent, the Massa- 
chusetts plan. This contemplates the 
continuance of insurance of the mo- 
tor vehicle owner rather than opera- 
tor. While there is much to be said 
in favor of the latter method as 
against the former, it is highly ques- 
tionable whether it is practicable or 
possible at this time for the reason 
that such a change would involve a 
complete readjustment of the rating 
structure. However, the insurance of 
the operator rather than the car is 
something to be further considered 
and perhaps set as a goal. 

“Neither would the nature of the 
coverage change. It would continue 
to be liability insurance and the abil- 
ity of an injured person to recover 
would continue to be based upon his 
ability, from a legal standpoint, to 
prove negligence on the part of the 
owner whose motor vehicle injured 
him and to prove as well that he was 
not guilty of contributory negligence. 

“In general, every motor vehicle 
owner would be required to show, as 
an additional condition precedent to 
obtaining official registration of the 
motor vehicle owned by him, that he 
is financially able to respond in dam- 
ages to the extent of $5,000 for death 
or injury to one person and $10,000 
for death or injury to more than one 
person in any one automobile acci- 
dent in which there is involved a 
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motor vehicle owned by him. This 
measure of financial responsibility 
could be evidenced to the Commis- 
sioner of Motor Vehicles by an ap- 
propriate policy of insurance or 
surety bond issued by an insurer au- 
thorized in the State of New York or 
by appropriate deposit of securities. 
Possibly, the alternative of permitting 
bonds with personal sureties should 
be considered. Most applicants, of 
course, would elect the insurance pol- 
icy alternative. The rates for this in- 
surance would continue to be super- 
vised as automobile rates are now 
supervised. They would be filed with 
the superintendent for approval as 
to reasonableness and adequacy, thus 
eliminating one of the major crit- 
icisms and administrative problems 
of the Massachuseits plan, under 
which the commissioner of insurance 
determines and promulgates the rates. 
This particular aspect of the Mas- 
sachusetts plan has been described as 
a political football and one commis- 
sioner resigned rather than suffer the 
political meddling and importunity 
to which he was subjected. 
ee @ ®@ 


‘67 T may be that the required in- 

surance coverage should not 
include personal property damage lia- 
bility. The real social problem is 
not concentrated in damage to per- 
sonal property and its exclusion 
would tend to reduce the rate. On 
the other hand, from the practical 
angle it should be included if for no 
other reason than to prevent the 
faking of property damage claims as 
personal injury claims. Any great 
volume of the former would tend to 
distort and make inequitable the pub- 
lic liability rates. It seems definite 
that the coverage of guests should 
not be required, which also lends 
itself to rate reduction as well as 
to elimination of an inducement to 
fraudulent claims. Thought should 
be given the possibilities of insurance 
plans under which the insured would 
assume directly and exclusively some 
measure of liability, and which would 
seem practical in the interests of 
lower rates and safety. 

“A state insurance fund is not nec- 
essary. Neither is it necessarily con- 
templated that a state board would 
be set up to which persons unable 
to obtain insurance might appeal for 
assignment. The Massachusetts plan 
has this feature. With a view of pre- 
serving the fundamental prerogative 
of insurers of accepting or refusing 
risks in accordance with their under- 
writing rules and principles, it may 
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well be that permission to insurers 
to charge in excess of the so-called 
manual rates will suffice. In other 
words, a man who cannot obtain 
insurance at, let us say, a manual 
rate of $70 may be acceptable at 
some higher figure. Competition in 
the insurance business will largely 
serve to eliminate the danger that 
any normal or acceptable risk may 
not be able to obtain the required 
insurance at manual rates. As to that 
comparatively small percentage of 
really dangerous drivers who wiil be 
unable to get insurance at all, it is 
suggested that possibly the legal abil- 
ity of these people to operate motor 
vehicles on our highways should be 
reviewed. It is reasonable to suppose 
that any person completely unaccept- 
able for automobile insurance should 
not be permitted the privileges of our 
highways as a motor vehicle operator. 

“However, if it is decided that 
such a board of appeal empowered 
to assign risks is, either presently 
or in the future, necessary or desir- 
able, then we would suggest in the 
interest of a minimum of interference 
with company underwriting, that the 
power of such board be limited so 
that in certain situations assignment 
would be impossible. For instance, 
it might be provided that the power 
of assignment would not apply to a 
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It is high time that automobile drivers 
devise some means of protecting 
each other. 


person who, within the 12 months 
prior to the date of application for 
assignment, had been convicted of 
driving a motor vehicle while intoxi- 
cated; or had failed to stop to report 
when involved in an accident ; or had 
been guilty of criminal negligence in 
the operation of the motor vehicle 
causing death; or had been involved 
in three or more accidents resulting 
in personal injury or property dam- 
age; and possibly for other reasons. 


“In general, this constitutes our 
ideas with reference to compulsory 
automobile insurance. The problem 
of foreign cars is not treated by the 
plan. For the present, we would have 
the financial responsibility laws as 
presently in force apply to these 
motor vehicles. Perhaps, in time, 
something more satisfactory can be 
worked out. 


“In recommending consideration of 
this plan, we do not know whether 
it will be the best ultimately. Time 
will indicate what improvements can 
be made. It does give cognizance to 
factors which should be considered 
in the formulation of any compulsory 
automobile insurance plan. There is 
a minimum of disturbance to present 
rules of law and insurance practice. 
It provides for reasonable and sane 
experimentation. In that spirit, we 
respectfully submit these ideas for 
consideration. In conjunction with 
the commissioner of motor vehicles, 
we are working on a legislative pro- 
posal which we hope to be able to 
submit with the support of both de- 
partments at this session of the Leg- 
islature.” 


Editorial Note. The essential features of 
Assembly Bill Introduction No. 1966, in- 
troduced March 4, 1940, by Assemblyman 
Davidson embody rather completely the 
principles outlined by Superintendent Pink. 


The bill proposes registration conditioned 
upon compliance with the compulsory in- 
surance law, which requires that liability 
up to the minimum limits ($5,000-$10,000 
public liability and $25-$200 property dam- 
age) be assured by a bond or insurance 
policy issued by an authorized carrier, or 
by a plan of self-insurance complying with 
terms and conditions imposed by the board. 
Private surety bonds are not mentioned and 
no state fund is created. 


Rates and policy forms would be subject 
to the approval of a board. Extra hazard- 
ous risks would be written at increased 
rates. The board would assign undesir- 
able risks at increased rates, after proper 
hearing, or prohibit registration of ve- 
hicles by persons so undesirable as to be 
uninsurable. 


Existing law with respect to establish- 
ing liability and defenses is unchanged. 
New York has no guest statute, nor does 
this bill propose one. 
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EXPERT URGES CONTINUED EDUCATION 


IN DUST EXPLOSION CONTROL 


HE necessity for continuing re- 
| search into the problem of in- 
dustrial dust explosions, and 
for a broad campaign of education 
in the precautions which should be 
taken against them by employes in 
industries where there is a dust ex- 
plosion hazard, was strongly urged 
at the Eastern Safety Conference 
held recently in Newark, New Jer- 
sey, by David J. Price of the United 
States Department of Agriculture. 
The speaker, who as principal engi- 
neer in charge of the chemical engi- 
neering research division of the De- 
partment’s bureau of agricultural 
chemistry and engineering, ranks as 
a leading expert in the dust explo- 
sion field. 

In his address he stressed the fact 
that during the World War period 
almost a generation ago educational 
campaigns concerning dust explosion 
control in the hazardous grain ele- 
vator field were extremely successful, 
but pointed out that a large percen- 
tage of the men now employed in 
this and similar industries were not 
thus employed at that time, and in 
consequence have not had education 
in the subjject. 

“Research studies on the preven- 
tion of dust explosions in industrial 
plants have been going on for several 
years,’ he asserted. “During’ the 
World War period, when grain dust 
explosions threatened to have a serious 
effect in reducing available food sup- 
plies, an intensive educational cam- 
paign was conducted throughout the 
United States in grain elevators, flour 
mills, and processing plants where a 
dust explosion hazard was present. 

“After all this activity, it would 
appear reasonable to expect that the 
officials and employes in industrial 
plants where explosive dusts are pro- 
duced would be fully informed as to 
the hazards of dust explosions and 
the methods that should be employed 
for their prevention or control. How- 
ever, the investigation of some re- 
cent explosions has definitely indi- 
cated that many of the younger em- 
ployes in a number of industrial 
plants have not had occasion to be- 
come familiar with the dust explo- 
sion hazard, and that the educational 
work carried on twenty years ago 
must be resumed with the oncoming 
generation. 

“Fire protection and explosion pre- 
vention, while technical in many of 
their aspects, rest fundamentally 
upon public education; it is only 


when these subjects are understood 
that the necessary impetus is given 
for the application of technical meas- 
ures of fire prevention and fire pro- 
tection. It is very important to re- 
member that public education, or 
even education of a limited group, 
must be continuous to be effective. 
For instance, a given group of em- 
ployes in some recognized hazardous 
industry may be fully informed as 
to the importance of fire and explo- 
sion safety measures, with resultant 
notable decrease in fire and explosion 
losses, but as a new generation comes 
into the industry educational activi- 
ties must be continued in order to 
maintain the improved record. A 
striking example of this is furnished 
in the field of dust explosion preven- 
tion. 


“A comparison of two explosions 
in different lines of industry may 
serve to indicate the importance and 
value of continued safety education. 


(a) Explosion in Boiler Room— 
Brewing Plant 

“An explosion in the boiler room 
of a brewing plant resulted in the 
death of five persons, injuries to sev- 
eral others, and extensive damage to 
the building and equipment. This 
explosion occurred during the elevat- 
ing of coal tar pitch, used for fuel, 
from a delivery truck on the street 
level to the top of the storage bunker 
on approximately the fourth floor 
of the building. The use of electric 
welding equipment during repair 
work on the steel elevator leg casing 
while the equipment was running 
was considered responsible for the 
ignition of the pitch dust cloud pro- 
duced in connection with the unload- 
ing, elevating, and storage opera- 
tions. The investigation of this ex- 
plosion disclosed that, although the 
operating official had been in charge 
of the boiler plant for approximately 
fourteen years, he was not ade- 
quately informed on the dust explo- 
sion hazard. This explosion showed 
definitely that repair operations of 
any kind in plants where explosive 
dusts are produced should not be 
carried on while equipment and ap- 
paratus are in operation. 


(b) Explosion in Starch Factory 

“In contrast with the explosion 
just cited, it is of particular interest 
to consider an explosion which oc- 
curred in a_ starch factory a few 
months before. No employes were 
either burned or injured and the 
property loss was less than $500, 
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chiefly because the management and 
employes were familiar with the dust 
explosion hazard and had applied 
proper safety measures for the pre- 
vention of dust explosions in starch 
factories. 

“The fact that there was no loss 
of life in this explosion, no employes 
injured, and the property loss was 
very small is particularly significant 
when it is recalled that a previous 
explosion in this same plant several 
years before caused the loss of 42 
lives, injuries to many others, and 
property damage of about $750,000. 
The earlier explosion, of course, Oc- 
curred prior to the development of 
the safety code for the prevention of 
dust explosions in starch factories. 

“The limited effects of the explo- 
sion in this starch plant indicate defi- 
nitely the splendid work which has 
been done in the prevention of dust 
explosions. No life has been lost 
from a dust explosion in the starch 
and corn products industries since 
September, 1930—a period of almost 
nine and a half years. This remark- 
able record is a significant indication 
of the value of the work of the safety 
organizations in the industry. 


66 HiE research studies of the Bu- 

reau of Agricultural Chemistry 
and Engineering, U. S. Department 
of Agriculture, show that under 
favorable conditions a dust explosion 
can occur in any industrial plant or 
manufacturing establishment where 
combustible dust is created during 
manufacturing operations. When 
these research studies were under- 
taken it was generally supposed that 
it would be necessary to grind or 
crush grain and produce the pow- 
dery, starchy materials from the in- 
side of the grain before an explosive 
dust would be encountered. 

“This was due largely to the fact 
that an explosion of flour dust pro- 
duced in the manufacture of wheat 
flour in a Minneapolis mill in 1878 
caused the loss of 18 lives and ex- 
tensive property damage. A _ large 
number of dust explosions in grain 
elevators, where no grinding or man- 
ufacturing operations were engaged 
in, showed definitely that the dust 
produced in the handling, elevating, 
conveying, and storing of grain also 
was explosive. 

“In the last 20 years there have 
been 386 dust explosions in indus- 
trial plants in the United States dur- 
ing the handling, milling, and pro- 
cessing of products of agricultural 
origin. In these explosions 267 per- 
sons lost their lives and 694 others 
were injured. The property and stock 
losses (insurance paid) amounted to 


$27,444,175. 
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“It is very gratifying to observe 
that there has been a marked reduc- 
tion in losses from dust explosions 
in industrial plants in recent years. 
The comparative losses for the last 
two ten-year periods are as follows: 
Losses for 10-year period, 1919 


to 1928, inclusive .......... $18,249,900 
Losses for 10-year period, 1929 

to 1938, inclusive ........:. 10,052,785 
Reduction in losses for 10-year 

MN cc crancvawaucstad ccs $ 8,197,115 
Average annual reduction in Pees 

losses approximately ...... $ 820,000 


“Although losses from dust explo- 
sions have been reduced materially 
in the food-manufacturing industries 
which have cooperated in working 
out and adopting practical safety and 
prevention measures against dust ex- 
plosions and resulting fires, there is 
still need for more definite attention 
to the development and application 
of methods for the contro] and pre- 
vention of dust explosions in grain 
elevators. Since 1930, 56 grain ele- 
vator explosions have been reported. 
In those explosions 40 people were 
killed, 145 were injured, and the 
property losses amounted to more 
than $7,500,000. These 56 explosions 
were almost 36 percent of the total 
number of explosions reported dur- 
ing the period. 

“Tt must be recognized, therefore, 
that the most disastrous losses from 
dust explosions are occurring in ter- 
minal grain elevators, and that satis- 
factory progress has not been made 
in the control of dust explosions in 
this branch of the grain-handling in- 
dustry. Much of this can be assigned 
to the lack of provision for adequate 
dust control during handling, storing, 
and shipping operations. 

“In considering this matter several 
years ago when it was apparent that 
extensive losses were occurring, the 
Bureau of Chemistry in the Depart- 
ment of Agriculture learned that 
many of the dust-collecting systems 
installed in grain elevators through- 
out the United States could not be 
used, or were dismantled because of 
the objection of the officials having 
jurisdiction over the weighing of the 
grain. The weighing departments 
stated that grain weights were great- 
ly affected by the action of suction 
used in the collection of the dust. Re- 
ports of tests conducted by a number 
of elevator operators, however, indi- 
cated that the weight of the dust re- 
moved is almost negligible. Some 
men experienced in grain handling 
stated that less dust is removed by 
suction than is lost in handling grain 
by means of poor machinery, with 
no dust-collecting equipment. 

“Confronted with these conflicting 
statements, the Bureau of Chemistry 
made a preliminary study of the ef- 
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fects of dust collection on the weight 
of grain. The results of this study 
showed that much depended on the 
design and installation of the dust- 
collecting equipment. In many cases 
the equipment seemed to have been 
installed with no knowledge of the 
fundamentals of good design. In 
some cases the claims of weighing 
departments that grain had been 
drawn out by improper application 
of suction to remove the dust at cer- 
tain points between the car which 
was being unloaded and the scales 
probably were correct. No informa- 
tion concerning a generally accepted 
method of applying suction or the 
proper equipment to use could be ob- 
tained. Every elevator scemed to 
have its own system of dust control 
and no standards existed. None of 
the systems was so installed as to 
permit inspection, nor were any of 
them so designed that it would be 
impossible to lift grain by increasing 
the speed of the fan, with a corre- 
sponding increase of suction. 

“It will be necessary to develop 
and install effective methods for dust 
control and collection in grain ele- 
vators to reduce dust explosion 
losses. Until this is done it will not 
be possible to make progress in dust 
explosion control in terminal grain 
elevators comparable to what has 
been accomplished in the control of 
dust explosions in other grain and 
milling industries. 

“Dust explosions may occur in 
any industrial plant where combusti- 
ble dusts are present as the result 
of the installation of some newly de- 
veloped equipment. Many of the dust 
explosions in recent years in the 
United States have been directly as- 
sociated with the introduction of new 
manufacturing processes which have 
opened up additional sources of igni- 
tion, and have resulted in conditions 
favorable to explosions. It is there- 
fore highly desirable that new manu- 
facturing operations be carefully ex- 
amined to detect possible dust explo- 
sion hazards, and that attention be 
given to the adoption of preventive 
measures. 


667T\HE reduction in dust explo- 

sion losses has been due 
largely to the adoption of the meas- 
ures recommended in the safety codes 
which have been developed by the 
Dust Explosion Hazards Committee 
of the National Fire Protection As- 
sociation. This committee, composed 
of representatives from the various 
industries directly concerned and 
from insurance and' safety organiza- 
tions, State and Federal officials, and 
construction and equipment engi- 
neers, works under the leadership of 


the Chemical Engineering Research 
Division of the Bureau of Agricul- 
tural Chemistry and Engineering. 

“The following. safety codes de- 
veloped by the Dust Explosion Haz- 
ards Committee have been adopted 
by the National Fire Protection As- 
sociation and the National Board of 
Fire Underwriters, and approved as 
“American Standards” by the Amer- 
ican Standards Association. 

. Flour and feed mills 

. Sugar and cocoa pulverizing 

. Pulverized fuel installations 

. Terminal grain elevators 

. Starch factories 

Coal pneumatic cleaning plants 

. Wood flour manufacturing establish- 

ments. 

. Spice-grinding plants 

. Wood-working plants 

. Use of inert gas for fire and explo- 
sion prevention 

11. Aluminum-bronze powder manufac- 

turing plants. 

“A safety code for the prevention 
of dust explosions in the handling, 
grinding, and storing of sulphur has 
been recently prepared by this com- 
mittee as well as an outline of Funda- 
mental Principles for the Prevention 
of Dust Explosions in Industrial 
Plants, not covered by special codes. 

“The two principal factors in dust 
explosion prevention in industrial 
plants are: 

1. Effective measures for control and re- 
moval of explosive dust. 

_ 2, Elimination and control of sources of 
ignition. 

“Some of the methods that have 
proved effective for prevention and 
control of dust explosions can be 
listed as follows: 

1. Effective Dust Collection and Dust 
Removal Systems: Cleanliness and good 
housekeeping are of prime importance. A 
dust explosion cannot occur unless com- 
bustible dust is present. 

2. Removal of Foreign Material from 
Grain: Investigations have indicated defi- 
nitely that dust clouds have been ignited by 
sparks from metal particles in grain 
streams, 

3. Inert Gas Protection in Grinding and 
Pulverizing Operations: The reduction of 
the oxygen content of the air in enclosed 
systems by the introduction of an inert gas, 
such as carbon dioxide (COz), in grinding 
and pulverizing operations has proved ef- 
fective. 

4. Protection of Electrical Appliances: 
The danger of inadequately protected elec- 
trical appliances and equipment has been 
definitely established. 

5. Control of Static Electricity: Static 
electricity must be recognized as one of the 
prominent causes of dust explosions, and 
provision should be made for the effective 
removal of static charges from all types 
of mechanical equipment handling com- 
bustible dusts or operating at points where 
these dusts are present. 

6. Closed Storage Bins: The value of 
closed storage bins and the undesirability 
of inter-connections between storage bins 
has been definitely indicated by explosions 
in grain-handling plants. 

7. Explosion Venting Areas in Grain- 
Handling and Milling Plants: It is possi- 

(Continued on page 27) 
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MISSOURI COMPROMISE PREMIUMS 


as a result of the brief filed re- 

cently with a three-judge Fed- 
eral Court at Kansas City by counsel 
for Missouri Superintendent of Insur- 
ance Ray B. Lucas, seems the question 
of who owns more than $7,500,000 
in fire insurance premiums which 
were reimpounded by that tribunal 
last year in the aftermath of the T. J. 
Pendergast insurance bribery case. 
The controversy, believed settled in 
1936 when the court approved a com- 
promise agreement between Missouri 
Superintendent of Insurance R. E. 
O’Malley and Charles R. Street as 
representative of the 137 stock fire in- 
surance companies involved, was re- 
opened in 1939 when it appeared that 
Street had engineered the compromise 
by causing a bribe of $440,000 to be 
conveyed to Pendergast, prominent 
figure in Missouri Democratic poli- 
tics. 

The premiums were contributed 
originally by Missouri policyholders 
during the period 1930-36, and repre- 
sent a large percentage of the excess 
over rates approved by the Missouri 
Insurance Department which a num- 
ber of stock fire insurance companies 
were able to collect under the protec- 
tion of a Federal injunction. The 
O’Malley-Street compromise pro- 
vided for new rates, and for the return 
of 20% of the impounded premium 
fund of $9,893,321.08 to the Missouri 
policyholders; the remaining 80% 
went to the 137 stock fire insurance 
companies or their trustees, with the 
provision that the expenses of the liti- 
gation were to be paid out of this 
amount. 


When Pendergast and O’Malley 
were sentenced last year to Leaven- 
worth Penitentiary for having failed 
to pay Federal income tax upon the 
bribe fund turned over by Street, the 
three-judge Federal Court forced the 
return of this 80% of the original im- 
pounded fund to its custody. The 
Missouri Insurance Department de- 
manded that this money be turned 
over forthwith to Missouri policy- 
holders, on the ground that the lack 
of clean hands gave the stock fire in- 
surance companies no further stand- 
ing in a court of equity. 


The companies returned the money, 
but the stock insurance executives 
who had contributed to the fund even- 
tually used to pay Pendergast and 
O'Malley were painted as innocent 
dupes of Street, and it was sought to 
have the original rate cases concluded 
by the compromise revert to their 
former status, so that a decision could 


A PPROACHING a_ showdown, 


be given upon the merits of the ques- 
tion of whether a rate increase was 
justified. 


The question which came to the 
front immediately was whether the 
contributing stock insurance execu- 
tives had known the purpose for which 
their contributions were to be used. 
Whether the legal status of Charles 
R. Street in the compromise negotia- 
tions was that of agent for the stock 
companies was another point which 
was believed to require investigation. 

The court appointed Paul V. Bar- 
nett, the Kansas City attorney who 
had served as special master in exam- 
ining the data in the original rates 
cases, as a special master to take tes- 
timony bearing upon these points. He 
held hearings for several months last 
summer—in Chicago, New York, 
Hartford, St. Louis, and Kansas City 
and examined nearly all of the ex- 
ecutives involved in the case. His 
report was submitted on January 25, 
1940; it merely analyzed and indexed 
the mass of testimony and exhibits, 
without drawing any conclusions. He 
stated that “after hearing a substan- 
tial portion of the testimony the 
master concluded that the question of 
guilty knowledge or the absence there- 
of (upon the part of insurance execu- 
tives representing various plaintiffs 
herein) concerning the actions and 
conduct of Charles R. Street must be 
determined, not from direct evidence, 
but from inferences from the direct 
evidence”. None of the executives 
examined admitted having knowledge 
of the uses to which Street intended 
to put the money he collected from 
them. Their general impression was 
an indefinite one that it was to be used 
in some way for legal services. 


The brief filed on behalf of Superin- 
tendent Lucas on February 29, 1940, 
takes the position that the circum- 
stances surrounding the payment of 
large sums of money to Charles R. 
Street in 1935 and 1936 for use in 
connection with the case were such 
that they called for inquiry by the ex- 
ecutives. The position of the Super- 
intendent remains that the impounded 
funds should be returned to the Mis- 
souri policyholders who contributed 
them originally, and that the 137 stock 
fire insurance companies involved 
have failed to show good cause why 
this should not be done. 

The brief states, in part: 

“The following, among other issues 
arising on our pleadings, remain: 1. 
Whether or not the contract of settle- 
ment dated May 18, 1935, inducing 
the decree, was brought about for the 
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plaintiffs by C. R. Street, by the brib- 
ery of Superintendent ©’Malley and 
corruption of T. J. Pendergast. Since 
this does not seem to be controverted 
we will not make further mention 
of it. 

2. Whether or not this was done 
with the knowledge of the plaintiffs 
or with such knowledge as would have 
put the plaintiffs upon inquiry which 
would have disclosed such facts. 

3. Whether or not this bribery was 
done by C. R. Street and that he was 
agent of the plaintiffs with his knowl- 
edge imputed to the plaintiff”. 

Twelve circumstances proven in the 
record made before special master 
Barnett are cited as those which 
should have prompted the insurance 
executives who paid the bribe to make 
inquiry. Their testimony is that they 
did not make such inquiry. 


HE first circumstance which 
should have put the executives 
upon inquiry was that Street re- ; 
quested the calling of meetings of a 
small number of major stock fire in- 
surance executives in New York and 
in Hartford early in May, 1935, but 
made no advance statement of the 
meetings’ purpose. 


Second was that no notes or memo- 
randa of either meeting were kept by 
any secretary, and that only one ex- 
ecutive had a memorandum in his file 
giving any account of the gatherings. 

Street said at the meetings that he 
had been in touch with Missouri offi- 
cials in endeavoring to effect a com- 
promise, but various executives un- 
derstood different individuals were 
referred to by the term. 

At both meetings Street indicated 
some doubt as to winning the rate 
cases in court, an indication that the 
money he sought was for some pur- 
pose which would obviate either wait- 
ing for the decision, or taking the or- 
dinary litigant’s chance of winning it 
or losing it. 

Street indicated that the prelimi- 
nary collection of $100,500 was being 
made from a few large companies be- 
cause he did not wish to bother with 
contacting all the companies involved. 
The time element was indicated as the 
reason, but secrecy should have been 
understood as the motive, as a later 
collection of $347,000 from all com- 
panies involved was made in a period 
of ten days. 

Street gave those in attendance at 
the New York and Hartford meetings 
in 1938, to understand that the money 
collected was to be used for legal ex- 
pense. Yet the executives knew that 
legal expense was being paid in the 


(Continued on page 27) 
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Investment Outlook 
(Continued from page 12) 


ahead. Whether in fact there will be 
any stiffening in interest rates is any- 
body’s guess. Certainly from the 
supply side of the credit picture this 
does not appear likely. Viewed purely 
as a matter of quantity the legal lim- 
its to which credit could be expanded 
in this country are many times the 
present amount outstanding. Fur- 
thermore these limits could be ma- 
terially expanded if the Government 
saw fit to do so. They could, of 
course, also be contracted, but this 
does not appear likely for several 
reasons, such as the possible effect 
on business activity, probable higher 
costs of carrying the public debt and 
the election ahead. 


The supply of credit in actual use 
is also a function of its turn-over and 
here also there would appear to be 
ample latitude for expansion. 


Finally the supply of available 
credit is to be measured by the risk 
involved in lending it and this in the 
judgment of the lender. We have 
had for several years now an appar- 
ently limitless supply of available 
credit. Actually the supply to be had 
at or near prevailing levels of inter- 
est, for other than first-grade risks, 
has been small due to the timidity or 
conservatism of lenders. Only gradu- 
ally is this timidity, born of rather 
bitter experience, thawing out. But 
here again the outlook is toward a 
more liberal extension of credit rather 
than its restriction. These considera- 
tions lead to the belief that within 
rather broad limits the supply of 
credit will be sufficient to meet any 
increasing demand to the end that 
the general level of interest rates 
should advance but little, if any. 


The Demand for Credit 


An estimate of the probable de- 
mand for credit is about as difficult 
as an estimate of supply. Present 
business activity suggests recourse to 
commercial and investment markets 
for additional funds. But experience 
in recent years has not shown the 
need for additional funds to be of 
any material importance. Total com- 
mercial loans by all banks in the 
United States have varied but little 
through the past 7 years, being on 
June 30, 1933, $22.2 billion, on June 
30, 1937, $22.5 billion, and on June 
30, 1939, $21.3 billion. Figures re- 
cently published by the Securities 
and Exchange Commission on the 
supply and absorption of securities 
during the 5-year period 1933-1937, 
inclusive, throw some light on the 
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demand for investment funds. These 
figures show that retirements of bond 
issues of domestic corporations for 
this 5-year period amounted to $9.6 
billions against new issues of $9.5 
billions. In only one of the 5 years 
(1936) were new issues ($4.3 bil- 
lions) in excess of retirements ($3.5 
billions). State and municipal §se- 
curities declined net $790 millions, 
foreign securities declined net $660 
millions. Federal obligations, in strik- 
ing contrast, increased for the 5-year 
period net $15.6 billions. 


These data are, of course, history, 
but they are believed to give at least 
some clue to the future. Corporations 
are wary concerning fixed charges 
and it seems reasonable to assume 
that this caution will not be aban- 
doned quickly. This waryness has 
led many corporations, and espe- 
cially the larger ones, to build up 
working capital and fixed capital 
represented by shares to a point 
where recourse to borrowing is un- 
necessary. Of far-reaching impor- 
tance are technological improvements 
which have greatly increased produc- 
tive capacities per dollar of either 
owned or borrowed capital. For those 
municipalities which have not already 
reached the limit of their borrowing 
capacity, restraint in further borrow- 
ing is being exercised. Only the Fed- 
eral Government seems intent on un- 
limited debt. But to the extent that 
Federal bonds are bought by banks 
they tend to be financed by expan- 
sion of deposits so that their full ef- 
fect upon the demand side of the 
credit structure is by no means meas- 
ured by the quantity of net new is- 
sues. On June 30, 1939, U. S. Gov- 
ernment obligations held by all in- 
sured commercial banks in the United 
States exceeded $15 billions. 


Higher Interest Rates Ahead? 


REVIEW of facts such as these 

does not appear to make sub- 
stantially higher interest rates a prob- 
ability. It is, however, a possibility. 
Also, for several reasons, it would 
appear that the possibility of an ad- 
vance in interest rates is greater 
than the possibility of a decline. Some 
of these reasons, such as the already 
low level of bond yields together with 
the pressure by investors to obtain 
quality and liquidity, have already 
been touched upon. There is, in addi- 
tion, the fact that a major war is in 
progress abroad. This has already 
had some effect on business here and 
is more likely to be a stimulant than 
a deterrent in the future. These are 
factors which suggest that high-grade 


bond prices are in a delicate posi- 
tion today. 
Alternatives to High-Grade Bonds 

Those who are called upon to in- 
vest institutional funds will often ad- 
mit the points just made but ask what 
the alternatives are. If the funds are 
bound by legal requirements to se- 
lected issues there isn’t much of an 
answer. Nor is there one where a 
high measure of liquidity is required. 
But where investment in legals is not 
required and a high degree of liquid- 
ity unnecessary these are but added 
reasons for avoiding too large a pro- 
portion of the portfolio in securities 
of this type. 

Three areas suggest themselves: 
Medium-grade bonds, high-grade 
preferred stocks, high-grade common 
stocks. To invest in these areas is, 
of course, to assume larger risks in 
the immediate future. To offset this, 
in part at least, care in selection of 
type of industry and particular issues 
together with a spread of risk into 
a wide range of enterprise are pos- 
sible and practicable. 

Bearing on this matter is the pri- 
mary importance of investment in 
industries whose experience during 
the past 15 years show them to be 
growing and not declining industries 
judged especially by demand for the 
product or service offered. Taken as 
a group the railroads whose business 
is mainly in coal are doing fairly 
well; the others, with few exceptions 
are not. The iron ore, anthracite coal, 
bituminous coal, heavy steel and non- 
fabricated building materials indus- 
tries are not showing the favorable 
demand trends that the chemical in- 
dustry, the hydro and steam-electric 
utilities, household appliances, _ to- 
bacco, soft drinks, and certain lines 
of food distribution are showing.* 

High prices must be paid for sea- 
soned average-grade bonds and high- 
grade preferred and common stock. 
Their inclusion in the portfolio, how- 
ever, cuts down the risk of changing 
interest rates and monetary factors 
likely to cause such changes. In its 
stead are substituted the task of keep- 
ing in the stream, by and large, of 
expanding industry — a procedure 
which would appear advisable as a 
long-run policy. 

*An interesting recent study developing the impor- 
tance of investment in industries of increasing de- 


mand is Mead and Grodinsky, The Ebb and Flow of 
Investment Values (D. Appleton-Century Co., 1939). 
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Man Failure--Or Was It 
Our Alibi? 


An Address 
By E. W. BRAUN 


VICE-PRESIDENT AND CHIEF ENGINEER OF 
EMPLOYERS MUTUAL LIABILITY INS. CO. 


Before the Massachusetts Safety Congress, 
Boston 


vention can be made only when 

we definitely place responsibility 
for accidents. But to accurately place 
responsibility we should first have 
a uniform code which all industry 
can follow in determining the causes 
of various accidents. 


T rests progress in accident pre- 


It is easy to blame man-failure for 
many accidents unless we dig deeper 
into the facts. We should not feel 
that accident investigation of causes 
should confine itself only to the con- 
duct of men in the plant; we should 
include the conduct of the manage- 
ment as well. Management-failure 
should be given equal consideration 
with man-failure. After all, main- 
tenance, enforcement, and the pro- 
viding of guards are management 
problems. Leadership to provide 
proper incentive toward eliminating 
man-failure must come from the man- 
agement. If, from a reliable and 
thorough accident cause table, we 
could build into the rate-making 
structure a definite amount charge- 
able to management, then manage- 
ment would be willing to assume 
leadership in accident prevention. 


Aside from the humanitarian angle, 
accident prevention is good business. 
Why not show management what it 
should do to establish that good busi- 
ness practice? We have all these 
years placed the emphasis in our in- 
jury type studies and cause tables on 
the man on the job, the foreman, and 
others, but we lack definite informa- 
tion on management. 


I am sure all of you agree that the 
present accident cause statistics are 
of no great value for accident pre- 
vention purposes. Statisticians are 
the only persons who use them. Peo- 
ple who deal with accident preven- 
tion would probably use them except 
that the information they contain is 
so inadequate as to be of very little 
help. 

_ Statistics developed from industrial 
injury reports for workmen’s com- 
pensation requirements are not, and 
should not, be construed as true 
cause tables. They show us only the 
types of injury. They rely on lists 


of such worn- out phrases as “falls, 
falling objects, struck by object, etc.” 
In some instances the types of acci- 
dent are subdivided into such further 
detail as “fell downstairs, fell into 
elevator shaft, dropped shaft on foot”. 
Can these be considered causes ? They 
would be of little help to a safety en- 
gineer in eliminating the difficulty 
unless he knew why the man fell 
down stairs, why he fell down the 
elevator shaft, and why he dropped 
the shaft on his foot. Knowing why, 
the engineer could take steps to 
eliminate the cause. 


Industry needs a uniform cause 
table. The words accident and in- 
jury are often incorrectly used. An 
accident is an unexpected event; an 
injury is the result of an accident. 
Because the accident cause always 
comes before the injury, we should 
concern ourselves first with the 
proper cause analysis. 


Recently the American Standards 
Association developed a very logical 
and practical industry cause code. 
This code has these essential parts: 
the agency of the injury, the type 
or kind of accident, the mechanical 
cause, and the personal cause. To 
this, I would like to suggest the ad- 
dition of another grouping, namely, 
management cause. 


From a study of 1,000 accidents 
made by the National Safety Council 
on the basis of the A. S. A. Cause 
Code, it was reported that 67 per 
cent of all work accidents involve 
some unsafe act, and 78 per cent have 
some mechanical or material cause. 
The study brings out the further 
point that back of the unsafe act, in 
four cases out of five, lay some defi- 
nite personal cause, and, in a similar 
proportion, some mechanical cause. 
According to the analysis, 26 per cent 
of all reported cases involved unnec- 
essary exposure to danger, 16 per 
cent involved the improper use of 
tools or the use of unsafe tools, 15 
per cent involved the nonuse of safety 
devices, and 10 per cent unsafe load- 
ing or arranging. When the mechani- 
cal or material causes were analyzed, 
it was found that 34 per cent of the 
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cases involved unsafe processes or 
hazardous arrangement of machinery 
or material, and 18 per cent involved 
defective machines, tools, working 
surfaces, etc. Lack of knowledge or 
skill was listed as a personal cause 
in 48 per cent of the accidents, and 
improper attitude in 31 per cent. 

It would be interesting to work out 
from this study a comprehensive in- 
vestigation to determine what per 
cent of the accident causes studied in 
this report should be charged to man-. 
agement. The study says, for in- 
stance, that 16 per cent can be 
charged to the use of unsafe tools. 
If management is responsible for the 
tools and for the provision of good 
tools, why charge the accidents to un- 
safe tools? Why not charge 16 per 
cent to management-failure instead of 
man-failure ? 


Under mechanical causes in the 
A. S. A. Cause Code, there are seven 
items. 

Improperly guarded agencies. 

Defective agencies. 

Hazardous arrangement, procedure, 

etc., in, on, or around the selected 

agency. 

Improper illumination. 

Improper ventilation. 

Unsafe dress or apparel. 

No mechanical cause. 

Under the group of personal causes, 
there are four more. 

8. Improper attitude (that permitted 
or occasioned the unsafe perform- 
ance of a person resulting in the 
injury). 

9. Lack of knowledge or skill. 

10. Bodily defects (that permitted or 
occasioned the unsafe performance 
of a person, resulting in the in- 
jury). 

11. No personal cause. 

ee @ ® 


S subdivisions of these two ma- 
jor causes, mechanical and per- 
sonal, I again suggest and recommend 
a cause table where management can 
definitely be charged with the cases 
for which it is responsible. With 
your permission, I should like to de- 
scribe an accident that brings out 
two important issues on this cause 
table. 
“Two men were instructed to clean 
a steep water tank in a yeast manu- 
facturing concern. The tank was 
about 20 feet deep, 8 feet in diam- 
eter and open at the top. The men 
were given an ordinary kerosene lan- 
tern. Without further instructions, 
the man in charge assumed the men 
knew the purpose of the lantern in 
testing for oxygen deficiency. There 
was no possibility of inflammable 
vapors being in the tank, so the use 
of the flame safety lamp yas not nec- 
essary in this particular instance. 


da 


NAS 


(Continued on page 26) 
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Industrial Health 


(Continued from page 14) 
lost time disability (table D). Reliable 
statistics about the incidence of occu- 
pational diseases are scarce and, to 
complicate the picture still more, not 
much is known about the chronic or 
subacute effects of long continued ex- 
posure to low concentrations of toxic 
industrial materials. Even to define 
occupational diseases has proved diffi- 


TasLeE D.—Absenteeism from Illness and 
injury in Industry 


Days lost per employee per year among 352,591 
workers. 
Cause of Lost Time 

Days 

Lost 
SO MINE. ods odie drew sewsneeuss 0.01 
NS errr error rr er ee 0.59 
Nonindustrial injury and illness........ 8.85 

Source: American College of Surgeons. 


cult, as the language used in the stat- 
ute relating to occupational disease in 
Illinois. 

To facilitate understanding, at- 
tempts have been made to classify oc- 
cupational diseases. Bulletin 582 of 
the Bureau of Labor Statistics, U. S. 
Department of Labor, contains such a 
classification prepared by Dublin and 
Vane under the following headings: 
A. Abnormalities of temperature and 

humidity. 

1. Extreme dry heat. 
Z. Heat and humidity. 
3. Sudden variation of temperature. 
B. Compressed air. 
C. Dampness. 
D. Defective Ilumination. 
E. Dust. 


1. Inorganic dust. 


2. Organic dust. 


F. Infections. 

1. Anthrax. 

2. Hookworm. 

3. Septic infections. 
G. Radiant energy. 

1. X-rays, radium and other radio- 

active substances. 

2. Ultraviolet and infra-red rays. 
H. Repeated motion, pressure, shock. 
J. Poisons. 
These headings provide some insight 
into the general nature and causes of 
occupational diseases. 

Occupational disease reporting 
needs particular emphasis. No disease 
can be controlled unless its nature and 
extent can be ascertained with rea- 
sonable accuracy. Some states, there- 
fore, have attempted to secure such 
information by making occupational 
diseases reportable by physicians. The 
value of such reports is obvious, but 
results have been negligible because 
physicians frequently fail to recognize 
occupation as an etiologic factor in 
disease. The limited notations about 
occupation on death certificates con- 
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stitute the only evidence possessed by 
many state health departments re- 
garding the occurrence and effects on 
health of industrial exposure. 


A number of states have enacted 
workmen’s compensation laws cover- 
ing occupational diseases. Some have 
schedules specifying the occupational 
diseases which come within the scope 
of the statutes. Certain jurisdictions 
compensate for occupational diseases 
under all inclusive acts often referred 
to as blanket coverage. Included in 
these classifications are the principal 
industrial states in this country. Since 
adequate information based on the 
reporting of occupational diseases by 
physicians is largely nonexistent, an 
index to their prevalence has been 
sought in the number of these diseases 
which have been compensated, espe- 
cially in the predominantly industrial 
states. Accurate as the reports of 
compensation boards are in other re- 
spects, data on occupational disease 
are fragmentary and difficult to assess. 
Disease listed in a schedule adopted 
by a state and actual diseases reported 
by the industrial commission as com- 
pensated may bear no close relation- 
ship. Even when statistics are care- 
fully kept, the use of inclusive terms 
makes detailed information difficult to 
secure. Silicosis and asbestosis may 
be included under the term “tubercu- 
losis—all forms” and acute industrial 
poisoning may be lumped under the 
heading “poisonous and corrosive sub- 
stances.” Present evidence, however, 
indicates that occupational disease 
claims of all types are increasing in 
number and in cost. Industrial der- 
matitis is far and away the most pre- 
valent cause, approaching 70 per cent 
of closed claims in some areas. Good 
conclusions about other aspects of 
occupational disease must await the 
adoption of standardized reporting 
according to terminology which ren- 
ders them identifiable in all states, no 
matter what methods are employed 
for extending compensation coverage. 





Ordinary Illness in Industry 


Industrial accidents and occupa- 
tional diseases have received most at- 
tention from industrial physicians and 
hygienists. They are associated with 
work as proximate cause, a relation- 
ship which has been recognized in 
workmen’s compensation practice. It 
has been, therefore, to the advantage 
of industrialists first to seek out means 
for reducing the frequency and sever- 
ity of work related disability. Yet in 
industry accidents and occupational 
diseases account for a very small pro- 
portion of all time lost by workers to 
disabling injury or sickness. Data 
shown in table D, derived from studies 
conducted by the American College 


of Surgeons, illustrate the much 
greater probability of lost time from 
ordinary illness than from accident or 
disease arising out of work. * * * 


The Physician in Industry 

The simplest way to classify physi- 
cians practicing in industry is in rela- 
tion to the time they devote to it— 
full time, part time or on call. Much 
confusion has occurred in professional 
minds from a failure clearly to distin- 
guish the objectives of these groups. 
In a strict sense the full time indus- 
trial physician represents in the whole 
field of medicine that segment of spe- 
cial interest which applies the theory 
and practice of medicine to the health 
of employed groups. As such the work 
they do is set apart from the individ- 
ual case work of the private practi- 
tioner whose contribution to industrial 
health mainly restricts itself to cura- 
tive and reconstructive phases of oc- 
cupational injuries and diseases. Even 
under this limited type of service it is 
estimated that private physicians en- 
gaged in general or specialty prac- 
tice supply more than four-fifths of 
the medical service whith industry is 
obliged to give or which it provides in 
an enlightened view of the effects of 
unhealthful exposure on employees 
and hence on production. 

The record of growing interest in 
industrial medical services and the 
increasing recognition of the useful- 
ness of such a career are shown in the 
accompanying table E drawn from the 
American Medical Directory. These 
tabulations demonstrate substantial 
increases during the last few years in 
the number of physicians limiting or 
giving special attention to industrial 
practice. 

According to Selby, industrial med- 
icine as practiced by competent and 
ethical physicians who devote all or 
a major share of their activities to it 
attempts to furnish employees with 
the best possible health protection con- 
sistent with: 

1. The purpose of industry. 

2. The employer’s responsibility as fixed 
by law for competent care and prevention 
of occupational injury and disease. 

3. The employee’s right to free choice 


of medical counsel in all health matters 
not occupational in origin. 


The relationships which ordinarily 
need most clarification as between 
physicians in industry and _ private 
practitioners refer to these principal 
lines of activity—industrial hygiene, 
physical supervision and therapy. 


Taste E.—Increase in Industrial 








Practitioners 
1934 1936 1938 
Limiting practice ...... 232 269 345 
Giving special attention. 870 990 1,054 





American Medical Directory. 
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_ Industrial Hygiene 


T has been quite generally felt that 

the physician in industry fulfills 
his function best if he regards himself, 
over and above statutory require- 
ments, as health officer of the plant 
responsible for plant hygiene. His 
special understanding of the control 
of industrial exposures constitutes the 
professional equipment which distin- 
guishes his activity from ordinary pri- 
vate practice and from conventional 
preventive medicine as well. He ad- 
vises and assists employers to protect 
workmen against physical impair- 
ment arising out of occupational en- 
vironment. His success is measured 
according to his familiarity with toxic 
agents and harmful processes, the ade- 
quacy of protective devices and their 
suitable maintenance, and particularly 
the persistence with which he pursues 
practical solutions of these problems. 
Activities such as these are in the best 
tradition of preventive medicine and 
do not involve competitive relation- 
ships with private practice. Neverthe- 
less, the medical profession has certain 
very definite opportunities and re- 
sponsibilities toward furthering and 
upholding standards of industrial 
hygiene. 


Employers of all grades will become 
more generally aware of the import- 
ance of industrial hygiene as values 
are demonstrated through practical 
application by fellow employers, 
through the impetus provided by the 
workmen’s compensation statutes and 
through the urgings of the industrial 
organizations and trade associations 
themselves. Once an employer de- 
velops an interest in controlling plant 
hygiene problems, he is likely to turn 
first to the physician who takes care of 
his industrial injuries. If this source 
fails him, as it frequently does, help- 
ful assistance may be obtained only 
with great difficulty. Every physician 
has on this basis then an opportunity 
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for constructive preventive medical 
achievement which no amount of per- 
sonal distaste ought to impel him to 
ignore. It is the function of medical 
organization and education to prepare 
private physicians either to give relia- 
ble advice directly about industrial 
health service or to acquaint him with 
sources of authoritative information. 


Physical Supervision 
FFECTIVE as industrial hy- 
giene has proved to be, other 

useful practices have come to be in- 
cluded as functions of industrial medi- 
cal service. Alleged aggravation, by 
the nature of the work, of preexisting 
and coexisting diseases not in them- 
selves occupational in origin has nec- 
essitated physical examination of ap- 
plicants for work. Properly, these are 
conducted at the time of employment 
to assure safe placement and often 
enough thereafter to assure protection 
against diseases originating in or un- 
favorably influenced by occupation, 
and for diagnosis to establish the oc- 
cupational or nonoccupational origin 
of disability. 

In respect to physical supervision, 
two major considerations present 
themselves as factors affecting re- 
lationships of private physicians to in- 
dustry. In increasing numbers of 
plants they are likely to be called on to 
undertake physical examinations of 
workers which, aside from certain 
medicolegal considerations, they 
ought to be competent to perform pro- 
vided they supply the service with as 
much impartiality as it is possible to 
assume. The usefulness of this ser- 
vice will be greatly increased if phy- 
sicians have good knowledge of the 
working conditions, materials and 
processes to which examinees are ex- 
posed. 

Of far greater importance to pri- 
vate physicians are the enormous 


Taste F.—Medical Services Supplied in Industrial Establishments Classified According 
to Size of Plant 


Total plants reporting, 611 





1,000 and 





Over 

‘pliniansicictia aaa 

No. % 
NI ogg osu lore mie are ciel 196 32.0 
Employees covered ...........-- 1,001,763 89.3 
Full-time physicians ...,.......-. 93 47.4 
errr 166 84.7 
WAUU CLONE TIERED 66.056 0-4-0 010 s:010 + 99s 7 3.6 
el Se Sere 23 11.7 
BREED itincta ert ponners cara 190 96.9 
Workmen’s compensation ........ 186 94.9 
Pre-employment examinations .... 186 94.9 
Periodic examinations ........... 140 71.4 


167 85.2 
153 78.1 
129 8 


Accident and disease prevention... 
Plant sanitation 
Health education 


Medical advisory service......... 


65 
150 76.5 
Clinical laboratory* ...........0- 107 54.6 
Sat oa alince lei 6 orc: 40:.cr5:6)01-¢20 95 107. 554.6 
Physiotherapy* ..........ceeees- 108 55.1 
MOOD. GUEWNNE oo wai accd beacewe 35 17.9 


Total employees covered, 1,120,062 











500 to 1,000 100 to 500 Under 100 
SE aN mane Se aee Cee 
No. % No N No. % 
98 16.0 200 32.7 117 19.1 
63,982 5.8 48,857 4.4 5,460 0.5 

21 21.4 37 18.5 0 0 
51 52.0 39 19.5 3 2.6 
15 15.3 15 7.5 6 5.1 
32 32.7 146 73.0 108 92.3 
93 94.9 186 93.0 94 80.3 
91 92.9 180 90.0 99 84.6 
84 85.7 137 68.5 54 46.2 
51 52.0 85 42.5 27 23.1 
76 77.6 124 62.0 49 41.9 
56 57.1 88 44.0 27 23.1 
42 42.9 59 29.5 11 9.4 
56 57.1 109 54.5 33 28.2 
36 36.7 79 39.5 35 29.9 
38 38.8 83 41.5 50 42.7 
43 43.9 61 30.5 27 23.1 
* 42 8 4.0 1 0.9 





*In the plant or readily available. 
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number of physical defects which are 
uncovered by industrial physical ex- 
aminations. Correction of these de- 
fects is a function not of industry but 
of private practice. Efforts which the 
physician in industry, full or part 
time, can undertake in bringing to- 
gether family physicians and the 
workers needing medical care have 
such beneficial aspects to all concerned 
as hardly to warrant argument. Devi- 
ations from this principle on the part 
of physicians in industry who have 
used industrial connections as an un- 
fair competitive device in the develop- 
ment of private practice constitute the 
major reasons why industrial medi- 
cine has suffered severely in the eyes 
of the general medical profession. 


Therapy 


Workmen’s compensation acts have 
obliged employers to furnish treat- 
ment. In a great many instances medi- 
cal services in industry grew out of 
this obligation. As a rule there is little 
disposition by employers to assume 
any responsibility for treatment be- 
yond this point. The variable elements 
of friction which have existed between 
the industrial physician and the pri- 
vate practitioner in respect to freedom 
of choice of medical counsel for the 
care of not only ordinary sickness but 
industrial disability are much more 
likely to diminish than otherwise. The 
full time industrial physician, if pres- 
ent trends prevail, will be less and less 
a therapist and more and more an ad- 
ministrator of public health through 
the application of industrial hygiene. 
In that capacity he should assume a 
public health function and act as a 
case finder for the private physician 
and specialist, through whom the di- 
rect remedial service should be ap- 
plied. He should act as an active par- 
ticipant itf the rehabilitation of injured 
workers through selection of suitable 
occupational therapy in the sense of 
restoration to earning capacity under 
conditions of controlled work. With 
these exceptions and the attention to 
minor injuries or ailments for which 
the worker consults the plant physi- 
cian largely because he is accessible 
and no lost time is involved, therapy 
is likely to be a diminishing segment 
of the industrial medical officer’s ac- 
tivity. This trend of industrial medi- 
cine to ally itself with private practice 
in the care of industrial patients needs 
to be widely extended. Much will de- 
pend on the private physician’s capac- 
ity to care for compensable disability 
competently and with the least possi- 
ble loss of working time. Incompe- 
tent, dilatory or dishonest practices in 
this field are not only thoroughly un- 
professional but are, in the industrial 
field, private practice’s most active 
competitor, * * * 
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Industrial Health Activities in 
Organized Medicine 

LL of the official agencies in or- 

ganized medicine have exerted 
direct or indirect influences on the 
standards and procedures of indus- 
trial medical practice. One of the use- 
ful functions of the Council on Indus- 
trial Health will be to coordinate these 
activities as well as to point out to 
physicians the functions of extrapro- 
fessional groups and _ associations 
which take an interest in the health of 
the worker. 


The growing interest in industrial 
health is demonstrated by the in- 
creased space assigned in The Journal 
of the American Medical Association 
directly to items indexed under the 
titles of industrial medicine and work- 
men’s compensation, jumping from 
thirty-eight references in 1920 to 164 
in 1938. This subject matter refers to 
original articles, editorials, queries 
and minor notes and abstracts and 
has no reference to the large amount 
of additional information in The Jour- 
nal directly applicable to improved in- 
dustrial medical standards. Other 
agencies in organized medicine have 
made valuable contributions to pro- 
fessional understanding of social and 
medical values in industrial health. 
Workmen’s compensation legislation 
has periodically been surveyed, begin- 
ning with the investigation by the 
Judicial Council in 1915 and since by 
that agency as well as by the Bureau 
of Medical Economics. Since its cre- 
ation, the Bureau of Legal Medicine 
and Legislation has kept closely in 
touch with the developments in the 
field of workmen’s compensation leg- 
islation. It has advised state asso- 
ciations with respect to such legisla- 
tion, urging, among other things, that 
injured employees be given the right 
to choose the physicians who treat 
their injuries, and has exerted its in- 
fluence to the end that only scientific 
medical care be made available to in- 
jured workmen. The Bureau has also 
followed the trend of judicial deci- 
sions relating to workmen’s compen- 
sation and abstracts the more impor- 
tant decisions for publication in the 
medicolegal columns of The Journal. 
A Committee on Industrial Sanitation 
was appointed in 1915 by the Section 
on Preventive Medicine and Public 
Health, which reported in the follow- 
ing year that the great mass of work- 
men had been denied the opportunity 
of enjoying healthful living and work- 
ing and predicted a large field of op- 
portunity open to the physician in the 
industrial field. The scope of activity 
which physicians could profitably en- 
gage in was outlined’ by this commit- 
tee and includes substantially all the 
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functions now considered applicable to 
present day industrial medicine. Dis- 
cussions of industrial medical prob- 
lems have been so continuously pre- 
sented in that section since that indus- 
trial medicine shortly came to be in- 
cluded in its title. The Bureau of 
Health Education has furthered the 
cause of physical examination in in- 
dustry through the development of 
health examination forms and a phy- 
sical examination manual. The Coun- 
cil on Physical Therapy has engaged 
in investigations of resuscitation 
equipment, artificial limbs and estima- 
tions of disability from hearing loss, 
following to some degree the funda- 
mental work of the Section on Oph- 
thalmology relating to disability from 
visual loss. Other councils and bu- 
reaus have exerted a less direct but 
important influence in industrial med- 
ical standards. The ethical code takes 
on real significance when applied to 
medical service for industrial wage 
earners. The condemnation of quack- 
ery and cultism benefits industry as 
well as the general population. Indus- 
trial medicine benefits by every im- 
provement in undergraduate teach- 
ing, postgraduate medical instruction, 
adequate standards of hospital train- 
ing, licensure and specialist certifica- 
tion. All these activities represent 
contributions by organized medicine 
to improve medical care for the whole 
population and visualize, therefore, in 
no small degree, that the industrial 
worker will be one of the principal 
beneficiaries. 


Man Failure 


(Continued from page 23) 


“Instead of lowering the lantern 
into the tank by means of a rope, the 
one man carried the lantern in his 
hand, while descending a ladder into 
the tank. About half-way down into 
the tank, the lantern went out due to 
oxygen deficiency. However, neither 
of the men realized the significance 
of this, and the man on top yelled 
down that the flame must have gone 
out due to shaking of the lantern. 
The man, therefore, climbed to the 
top of the tank, relighted the lantern 
and again descended into the tank. 
The lantern flame went out again; 
however, by this time he had drop- 
ped some equipment to the bottom of 
the tank. He then proceeded to the 
bottom of the tank to retrieve this 
even though the lantern was out, 
again not realizing the significance 
of this. He was then partially over- 
come by lack of oxygen but did not 
lose consciousness and was able to 
climb out of the tank unaided (a life 
line would have been much safer) 
where he collapsed. He was revived 








by first-aid methods and suffered no 
loss of time.” 


Lack of proper equipment is the 
first defect. A lighted lantern is a 
poor device to lower into any kind 
of a tank. An approved safety lamp 
is the safe thing to use. The second 
defect, “lack of knowledge”, stands 
out vividly. But does it trace back 
to man-failure? Is not management 
responsible for proper instruction? 
Is not management responsible for 
adequate and intelligent supervision? 
Anyone who goes deeply into the de- 
tails of this study must observe three 
major items which have also been 
evident to me from my own personal 
investigation of many accidents. 

1. Most accidents present a combina- 


tion of personal and mechanical 
causes. 


2. Both causes are so important that 
they should be looked for in every 
industrial accident investigation. 


3. Defects can generally be corrected 
a. By sound safety engineering 
principles. 
b. Education. 
c. Management enforcement of 
of safety regulations. 


We should all urge that industry 


use the A. S. A. Cause Code. Some § 


men have made the statement that 


the code is too difficult for general 3 


use. If we could get all state author- 
ities to use it, industry would gradu- 


ally take hold. Education is needed [ 


on the requirements, and if possible, 
a more simplified form should be 
adopted that will embody all the es- 
sential details. Only the constant use 
of the form will determine what de- 
fects the cause table has. Only its 
use will answer these questions : 


1. Is it difficult to apply? 

2. Is it too long? 

3. Is it actually helpful in getting at 

the cause? 

The cause is the thing. When we 
have finally developed a cause study, 
when we have definitely gone deep 
into the industrial cause analysis, can 
we answer the question, “Man-fail- 
ure — or was it our alibi?” 


Colorado Ruling O. K.’s 


Mutual Insurance Coverage 
on Public Property 


ATTORNEY-GENERAL ROGERS OF COL- 
ORADO HAS CLARIFIED THE QUESTION 
of mutual insurance for public prop- 
erty, which has been in controversy 
in that state. A recent ruling given 
to Commissioner Kavanaugh follows 
a former opinion holding mutual cov- 
erage legal on state property provided 
such policies are non-assessable or 
carry a fixed contingent liability. 
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Missouri Compromise 
(Continued from page 21) 

rate cases out of the annual assess- 
ments made against the companies 
through the Missouri Inspection Bu- 
reau. 

Street indicated a belief at both 
meetings that he might be able to com- 
promise the rate cases upon the basis 
of either a 90% or an 80% return to 
the companies, but was never asked 
the basis for this expectation or ques- 
tioned as to the means to be employed. 

Street was not asked at the meet- 
ings whether there would be a judicial 
determination of the accounting prin- 
ciple which was the basis of the liti- 
gation, the idea seeming simply to be 
to get back as much money as possible 
for the companies. 

Although most of the executives 
testified that the New York and Hart- 
ford meetings in 1935 were not confi- 
dential in character still, according to 
the record, those present never com- 
municated to other companies nor to 
their fellow officials anything about 
the fact of paying this $100,500 ad- 
vance or any part thereof to Street. 
Neither did any of these executives 
communicate this information in their 
own offices except to the person draft- 
ing the check and did not then give 
any detail. 

The variety of ideas in the minds of 
executives present at the two 1935 
meetings as to the purpose of raising 
this fund should have prompted in- 
quiry. 

The 5% assessment upon the total 
of each company’s impounded pre- 
miums which was made in 1936 was 
made by personal or telephone calls, 
and in only one instance by letter. 

When the companies received a re- 
fund of 11% of their total impounded 
premiums, and then were asked to re- 
turn 5% (5/11 of this sum) they 
knew that 30% of the original im- 
pounded fund had been set aside to 
pay expenses. 

Upon the question of whether 
Street’s status in the negotiations was 
that of agent for the companies in- 
volved the brief states flatly : “Charles 
R. Street is clearly shown in this evi- 
dence to have been the agent of the 
companies and made so by their own 
acts and conduct”. : 


N support of this contention the 

brief points out that evidence in 
the master’s report indicates that all 
save three or four executives ad- 
mitted, or it was shown, that they re- 
garded Street as the one who was con- 
ducting and handling their litigation. 
More than 90% of the checks in the 
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5‘ payoff were made out to “C. R. 


Street, Agent’, the others being to 
him as chairman or to their attorneys. 
In the conduct of the settlement of 
the suits Street was known to the ex- 
ecutives familiar with the matter as 
the one conducting the negotiations, 
and this was permitted without objec- 
tions. Street signed the contract of 
settlement dated May 18, 1935, as 
“agent” for all the companies having 
litigation in the state and Federal 
courts. The court in its decree ap- 
pointing Street trustee described him 
as chairman of a committee handling 
the rate litigation. None of the com- 
panies were engaged in activities re- 
lating to the management or handling 
of the litigation, having relinquished 
such management to Street. The liti- 
gation was placed in charge of the 
Subscribers Actuarial Committee of 
the Western Underwriters Associa- 
tion, of which Street was chairman, 
but the companies knew that in reality 
Street was managing the litigation 
and they looked to no one else. Street 
had taken this management of the liti- 
gation from the committee and out of 
the hands of R. J. Folonie, chief coun- 
sel for the companies, with the com- 
panies’ knowledge. 

The brief places considerable em- 
phasis upon the cases which hold that 
principals are responsible for the acts 
of an agent, even if he commits fraud, 
provided it is within the scope of the 
authority vested in him. It concludes 
with the statement : 

“We urge that if the plaintiffs did 
not know that bribery was to be in- 
volved in this settlement, that they 
had such knowledge when the bribe 
was paid as to have been put upon in- 
quiry. 

“We urge that corporations can act 
only through their agents and that 
they are bound by the acts of their 
agents committed within the scope of 
their authority. That C. R. Street was 
agent for all the plaintiffs in conduct- 
ing this litigation and having bribed 
a public official and party to pending 
suits, the plaintiffs must be held to be 
bound by his acts and to suffer its con- 
sequences, among which is that the 
doors of equity must be shut upon 
their further claims for relief in suits 
so contaminated. 

“We respectfully urge that plain- 
tiffs have not shown any good cause 
why the funds should not be returned 
to the policyholders, and defend- 
ant’s motion to strike out plaintiff's 
answers, should be sustained and the 
rule made absolute”. 

The brief was filed by Charles L. 
Henson, as attorney for Missouri 
Superintendent of Insurance Ray b. 
Lucas, and Charles J. Harvey and 
William G. Chorn of counsel. 


March, 1940—27 


Education in Dust 
Explosion Control 


(Continued from page 20) 


ble to vent grain dust explosions without 
structural damage, and the effectiveness of 
glass vents in actual explosions has been 
well established under actual explosion con- 
ditions. 


“Research work on dust explosion 
and fire prevention has as its pri- 
mary object the development of 
methods and appliances for the pro- 
tection of human life, foodstuffs, and 
property. 


“The practical application of the 
research already done has resulted in 
a marked reduction in losses from 
dust explosions and fires in some of 
the principal grain and milling indus- 
tries.” 

ee ¢ ® 


Urges Liability Facilities 
For Negro Motorists 


ERNEST PALMER, DIRECTOR OF IN- 
SURANCE OF ILLINOIS, HAS REQUESTED 
all companies writing automobile lia- 
bility insurance in the state to co- 
operate in developing facilities for 
writing insurance for negroes. The 
text of Director Palmer’s letter fol- 
lows: 


This Department is deeply concerned 
because of the number of complaints 
received from Illinois citizens, the ma- 
jority of which are from people of the 
colored race, to the effect that they 
are unable to obtain automobile lia- 
bility insurance. This condition has be- 
come increasingly serious since passage 
of the drivers’ license and financial re- 
sponsibility laws and the new truck act 
in recent sessions of our legislature. 


It is plainly evident that the situa- 
tion requires most careful thought, hav- 
ing in mind the quite similar situation 
which developed some years ago with 
regard to workmen’s compensation in- 
surance. It is well known how that sit- 
uation was met. Possibly companies may 
be able, voluntarily to create some pool- 
ing arrangement for’taking care of this 
automobile business which fo single 
company apparently is willing to write. 


We therefore present the problem to 
the companies for their earnest consid- 
eration in the hope that they may be 
able to propose some medium of relief 
to which this Department may lend its 
support since obviously no legislative 
correction of the difficult situation is 
possible before the 1941 session of our 
General Assembly. 


We entertain the hope that the mat- 
ter can be handled in such a practical, 
commonsense fashion, with fairness to 
companies and policyholders alike, that 
no additional legislation may be neces- 
sary. The problem is not confined to 
Illinois alone, and, from your nation- 
wide experience, we would be glad to 
have any comment which companies care 
to offer toward its solution. 
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... See you all at 
Hot Springs, Virginia 


* 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 


* 


No matter where located, from Atlantic to the 
Pacific, an office near your office 


Gale & Stone, Boston—Mutual Insurance Bureau, Philadelphia—Interstate Mutual Insurance 
Agency Co., Mansfield, Ohio, Pittsburgh, Penna——Lumbermens & Manufacturers Mutuals, Inc., 
James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha—Associated Mutuals, Inc., 
Atlanta, Ga.—Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City—The Martin 


General Agency, Seattle, Denver, San Francisco, Los Angeles, Vancouver, Portland, Spokane. 
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HIDDEN PROFITS 





If you are seeking more profit- 


dollars from your business or 





property, an Insurance Program 


Plan will help you find them. 


A Federated-HMC Program Plan analyzes your 
present insurance . . . reveals whether or not 
your policies are written correctly . . . if you 
have adequate protection . . . if new kinds of 
policies can give you broader protection at no 


greater cost. 


The National Association of Credit Men says 


that firms not having a competent insurance 


Your OVERHEAD 


analysis waste 35 cents out of every dollar they 


spend for insurance. 


To help you determine whether you are wast- 
ing part of your imsurance dollar, we will be 
glad to give you — without cost and without 
obligation — a Federated-HMC Insurance Pro- 
gram. Send for your copy of this profit-find- 
ing plan today. 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company .... . Stevens Point, Wis. 
Minnesota Implement Mutual Fire Insurance Company... . . Owatonna, Minn. 


HARDWARE MUTUAL CASUALTY COMPANY 


Stevens Point, Wisconsin 














Strength Should Be 


A strong casualty insurance company should not 
only have a surplus that is adequate for the volume 
of business it is transacting, but it should adhere 
to sound underwriting, investment, and dividend 
practices which make the loss of this surplus highly 
improbable in good times or bad. 


Lumbermens program in underwriting, in invest- 
ing the policyholder’s premium dollar and in the 
distribution of dividends to policyholders, has been 
so successful that, far from shrinking or remain- 
ing static, its surplus has grown in every year 


the First Ingredient 


since organization. The following table of percen- 
tage increases compares the “L-M-C’s” growth from 
1929 to 1938, inclusive, with that of the ten larg- 
est stock casualty companies: 

Ten Largest Stock Lumber- 


Casualty Companies mens 


Premium Income ....... 1% 121% 
Surplus to Policyholders. .12% 155% 
Assets 194% 


Unearned premiums, loss 
and loss expense reserves. . 15% 


215% 


LUMBERMENS MUTUAL CASUALTY COMPANY 


JAMES S. KEMPER, PRESIDENT 


Mutual Insurance Building 


Chicago, U. S. A. 





